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PART I

item 1--Business

Costoo Wholesale Corporation ("Costco" or the "Company") began operations in 1983 in Seattle, Washington. In O~tober 1993, Custco merged with The Price
Compamy, which had pioneered the membership warehouse sonc,~pt in 1976, to form Pri~dC43atco, ]r~ s Delaware coq~oration. In January 1997, aft~ the
spirt-off of most of its non-warehouse assets to Prico Entmpri~,es, Inc., the Company changed its name to Co~tco Companies, Inc. On August 30, 1999, the
Company reincorporated from Delaware to Washington and changed its name to Costco Whole.de Corporation, which Intdes on the NASDAQ unde~ the rymbol
"COST",

Genera]

Cos~o operate, membership warehouse, b~d on the concept that offering members very low prices on a limited selection of nationally bnmded and selected
private label preducts in a wide range ofmewhandise categories will produce high sales volmnus and ra!~id inventory turnover. This rapid inventory tin.over,
when �ombined with the operating efficiencit* a~hieved by volume purchming, efficient dis~ibution trod reduced handling of merebamdis¢ in no-frills,
self-service warehouse facilities, enables Costce to operate profitably at significantly lower gruss margins than traditional wholesalers, discotmt retailer~ and

Costco buys the majority of its mercAandise directly from tmmufacturers for shipment either directly to Cost�o’s selling wase.houses or to a consolidstion point
("depoe3 where various shipments are combined so as to minimize freight and handling costs. As a result, Costoo eliminates many of the ~o~ts associated with
multiple step distribution channels, which include purchasing from distributors as opposed to manufazturers, use of centrsl receivi~ig, storing and distributing
warehottses, and storage of merchandise in leeafious offthe sales floor. By providing this more cost-effective mea~ of distributi~ goods, Costco meets the
need~ of tmsine~ oustomers who otherwise would pay a premitm~ for small prof.,bases and for the distribution services of~raditional w501e,alers, and who c&unot
otherv,’ise obtain the full range of their product requiremen~ from any single source. In addition, these Imsiness me.bets will often combine personal shopping
with their business purchases. The cost saving* on brand name and selected private label merchandise are the primary motivation for individoals shopping for
their pe~onal needs. Cost~o’s merchandise sel~lion is dezigned to appeal to both the business and consumer requirements of its members by offering a wide
range of nationally branded and selected private label pmdncts, often in case, carton or multiple-peck quantities, at attr~tively low prices.

Became of its tfigh sales volume and rapid Inventory turnover, Cost~o gene~lly has the opportunity to receive cash from the sale of a sabs~anti~ portion of its
inventory at marine warehouse operetio.s before it is requir~ to pay all it~ merchandise vendors, even though Cc~t�o take, advamtage of early payment terms to
obtain payment discounts. As ~ales in a given ware, home in~xase m3d inventory turnover becomes more rapid, a greater perc,ntage of the inventory is financed
~o-ough payment terms provided by vendors rathe, than by working capital.

Costco’s typical warehouse format avenges approximtttely 139,000 square feet. Floor plans are designed for economy and effi~-’iency in the u~e of selling space,
in the handling of merchandise and in the coulrol ofinvenlqry. Becanse shoppers are atb’aeted princiludly by the avaiinbility of low ~ on brand name and
selected private label goods, Costoo’s warehouses z~ed not be located on prime commercial real estate sites or have elaborate fnciiities..

By strictly controlling the e~t~nces and exits of its warehouse~ and using a memberskip format, Costoo has been able to limit inventory lossea to approximately
two-tenths of one percent offer sales---well below those of typical discount r*~l operations. Losse~ associated with dishonored chocks h~ve also been minimal
and bank iaformatien from bu~ine,~ members is verified prior to establi~king a check purchase iimit. Members are identified and prtwented from cashing checks
at the point ofsa~e when they have pmsemed dishonored checks to Costen.
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Item 1--Business (Continued)

Costco’s policy is generally to limit marketing and promotional expenses to new warehouse openings, occasional direct mall marketing to prospective new
members and direct marketing programs to existing members promoting selected merchandise. These practices result in lower marketing ex~nses as compar¢d
to typical discount retailers anti supemaarkets. In connection with now warehouse openings, Costeo’s marketing teams p~rsonalty contact businesses in the area
that ar~ potential wholesale raembers, These contacts are supported by direct mailings duping th¢ period immediately prior to opening. Potential Gold Star
(individual) members are contact~l ~oy direct mail or by providing such mailings to be distributed through arnployec assoclationg and other entities. After a
m¢mbership base is established in an area, most new mmnberships result from word-of-mouth advertising, foIlow-up contact by direct rnail distributed through
rcgtdar payroll or other organizational commtmicafions to employee groups and ongoing direct solicitations to prospective wholesale m~mberg.

C.ostco’s warehouses generally operate ca a seven-day, 68-hour week, and are open somewhat longer during the holiday season. Gen~mliy, warehouses are
open weekdays between 10:00 a.rfi, and 8:30 p.m., with earlier dosing hours on the weekend. Gasoline operations generally have extended hours. Beeattse the
hours of operation axe shorter than those of traditional wholesalers, discount retailers and supermarkets and due to o~er operational effieieneios inherent in a
warehouse-type operation, labor costs are lower relative to the volume of ~a]~s. Merchandise is g~nerally stored on raeka above the sales floor and disphyed on
pallets containing large quantities of each item, thereby reducing labor required for handing and stocking. In addition, sales are processed through eenlralized,
automated cheek-out stands. Most items ore act individually price-marked; rather, each item is bar-ended so it can be soaaaed inlo ele~.troaio cash registers.
This allows price changes without remarking merchandise. Substantially all manufacturers provide merchandise pre-marked with the it~.m numbers and bar
codes and many provide special, larger package sizes.

Costco’s merchandising strategy is to provide the customer with a broad range ofhigh quality merchandise at prices consistentl3~ lower than could be obtsined "
ltuough traditional wholesalers, discount retailers or supermarkets. An important dement of ~i~ strategy is to carry only tho~e produe~ on which Costeo can
pro.vide its members significant east savings. Items that members may request but that cannot be purchased at prices low enough to pass along meaningful cost
savmgr are often not carried. Uosteo seeks to limit specific items in each product line to fast selling models, sizes and eolor~ Therefore, ~e Company carries an
average of approximately 4,000 aelive stoekkeeping tmit~ ("SKU’~") per warehotme in its core warehouse business, an opposed to discount relailer~ and
supermarkets that normally stock 40,000 to 60,000 SKU’s or more. These practices are consistent with Costun’s membership Imli¢ies of salisfying both the
business and personal shopping needs of its wholesale members, thereby encouraging high volume shopping. Many consumable products are offered for sale in
case, ~artoa er multiple-pack qu,’uatitios only. Appliances, equi!~ment.~d tools often feature commercial and professional models. La keeping with its policy of
customer satisfaetiun, Costco’s policy is to aecapt returns of merchandise within a reasonable time after purchase.

The fallowing table indicates the approximate percentage of net sales accounted for by each major category of items said by Costeo during fiscal 2004, 2003 and.
2002:

2003

Food (ineindingdx’y and fresh foods and institulionall~ packaged foods) 31% 30% 30°/.

Softfines (~dMg apple1, dom~fi~ e~e~, j~el~, ~o~es, m~]~ home ~shings
~d ~all a~li~) 13% 14% 14%
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Item 1--Business (Continued)

Coerce has direct buying relationship~ with many producer4 of national brand name merchsudise. No ~ignificent parian of merchandise is obtained by Costeo
from any one of thes~ or any other Siagle supplier. Costeo has not experienced any difficulty in obtaining sufficient quantities of merchandise, and believes that if
one or more of its current sources of supply became unavailable, it would be abic to obtain alternative sources without expefiuncing a substantial disruption of its
businvss. Cost~o nmy also pureh,~e selected private label merchandise of the same produc~ as long as quality and customer d~mand are comparable and the
savings to its members are greater.

Financial information of the Company’s segments mad geographic area3 is included in Note 9, Segment R~porting, to the accompanying consolidated financial
statements.

Coerce reports on a 52/53-week fiscal yea.r, consisting of thirteen four-week periods and ending on the Sunday hearst the end of August. The first, second and
third qum-ters cen~ist of thre~ periods ~ach, and the fourth quarter consists of four periods (five wcek-~ in the thilteenth period in a 53-week year). Them is no
material seasonal impact on Costco’s operations, except an increased level of sales and earnings during the Christmas holiday season. Fiscal years 2004, 2003
and2002 all consisted of 52 weeks.

MembershlpPoliey

Costco’s membership format is designed to reinforce customer loyalty and provide a continuing source of membership fee reveuu e. Costco has two primary types
of members: Business and Gold Star (individual) members. In addition, the Company offers an Executive Membership program to both Business and Gold Star
members.

Businesses, including individuals with a busines~ license, retail sales license or other evidence of business existence, may become Business members. Costco
promotes Business membership through its merchandise selection and its membership marketing programs. Business members generally p~ an annual
membership fee of $45 for the prirnary and spouse memberskip card with add-on membership cards available for an annual fee of $35 (including a free spouse

Individual memberships (Gold Star Memberships) are available to employees of federal, state and local governments, financial institutions; corporations, utility
and transportation companies, public and private educatioanl institutions, other organizations and to other persons. Individual members generally pay an annual
membership fee of $45, which includes a spouse card,

E, xeoutive memberships are available to all members for an annual fee of $100. The Executive Membership program offers members additional saxdngs and
benefits on various business and eonsurner services offered by Costeo, such as merchant credit card processing, small business loans, auto and home insurance.,
long-distance telephone service, cheek printing, and real estate and mortgage services. The services offered are generally provided by third-party providers and
vary by state. In addition, Executive membe~ qualify for a 2% reward (whinh can be redeemed at Costeo warehouses), up to a maximum of $500 per year, on all
qualified purchases made at Costeo.

As of Augnst 29, 2004, Costco had approximately 4.8 million primary Business memberships and approximately 15:0 million Gold Star memberships. Included
within this membership base are approximately ~.9 million members that have upgraded to the Executive Membership program. Members can utilize their
memberships at any Costeo warehouse location.

Labor

As of August 29, 2004, Co~tco had approximately t 13,000 employees, Incinding approximately 7,000 individual~ who were employed by Costeo Mexico (a
50%-owned joint venture), which is not consolidated. Approximately forty-five percent of the employee base is part-time. Approximately 13,600 hourly
employees in California, Maryland, New Jersey, New York and one warehouse in Virginia are represented by the International Brotherhood of Teamsters. All
rernainhg employees are non-nnion. Coerce car.eiders its employee relations to be good.
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Item 1--Business (Continued)

Compefltlua

The Company ope~te$ in the rapidly changing and highly competitive mem’~ndising industry. When The P~ice Company pionve~ul the membership warehouse
club conc~t in 1976, the dominant companim selling comparable lines ofmerchsudise w~’v deparlm~t s~ores, grocery ~to~ and traditional wlmlvsal~ Sinve
~e~, new mvrc, hm~li~ing �on~pts and aggre~fiw markg~g techniqu~ have led to a mor~ intense and fovused oompotiliw ~nviromncnt. Wal-Mart has become
¯ e largest r~lvr in the United Stat~ (and the woHd) ami ires expanded f’va’ther into variom food merchandising formats. Target has also emerged ~ a
dgnifioant retail competitor. Over 1,100 warehouse Hub locations exist acro~ the U.S. and Canada, invluding the 390 warehouses operated by the Company in
North Ameriea~ and every major met~vpoLi~ area h~ one, if not severa!, club operations. Low-cost operators ~lling a single category or ttatrow range of
merghaadi~�, such a~ Lowe’s, Horny Depot, Offive DepoL PetSmart, Toys-R-Us, Best Buy, Circuit City and Barnes & Noble, have significant ~ share in
their categories. New fom~ of retailing involving modem technology are bec~fing sales in certain stores, while home shopping and elect’ohio commerce over the
lntemet is becoming invreasingly popular. Likewise, in the institutional food business, companies such as Smar~ & Final, which operates predominately in
Catifomia, Washingtcrn, Oregon and Arizona. a~ ca~ptming an inct~isingly greal~r share of the institutional food bnsines~ from wholesale operators and othex~.

Regulation

Certain state l~ws requi~e that the Company apply minimum markups m
~e compl~ ~ s~h laws may ~ ~� ~y to ch~e som~h~ hi~ p~ ~ it o~ w~ld c~e, o~ ~e~ ~ ~ ~i~
gov~ by ~e s~ ~cfion~ ~ ~ Co~y ~li~ ~at compli~ ~ ~ ~ws d~ ~t ~ve a ma~! ~e~e e~ ~ i~ o~o~.

It is ~ ~li~ of~ C~y ~ se~ at lower ~ ~~’ ~ed ~1 pdc~ Some ~~s ~t~ m~n ~ ~ ~ of ~eir
~ by ~ ~ ~H to ~e ~m~ or ~ ~ p~h~ ~t do
¯ e ~m~y ~ ~at it ~ ~t ~ ~t~y ~ ~ i~ ~
~pos~ ~om fi~ ~ ~e ~i~, if~ wo~d ~ct ~ ~y’s
~nt of~ ~. ~e ~y ~ot ~i~ ~ eff~t on i~ ~ of ~ ~t of~h fe~ ~ s~te l~lafi~.

C~tain states, counties and muni~pa~ities have e~cted o~ proposed laws and regulations that would prevent or restrict the oper~.ons or expansion plans of
certain large ~ailers and warehouse clubs0 in~lmiing the Company, within their jufiutictions. The Company believes th~ if enact~ such la~ and regulations
could have e mat~ial adverse effect on the Company’s operations.

Available Information

Tl~ Cnst~o websit¢ or intem~t ~ is www.�ostc~.com. Ther~
r~ ~ Fo~ I~, ~t ~ on Fo~ 8-K
ma~ ~ or ~g it to ~e S~, ~e ~y’s SEC ~ ~ ~ ~ ~u~ ~e ~v~r ~afiom ~on ofi~ Web si~ ~e i~o~fi~
found on i~ Web site ~ not p~ of~ or ~y o~
SEC’s ~bfi¢ ~f~ ~om at 450 Fi~
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Item 2--Properties

Warehouse Properfles

At August 29, 2004, Costco operated 417 warehouse clubs: 327 in the United States (in 36 states and Puerto Rico); 63 in Canada (in 9 Canadian provinces); 15 in
the URiled Kingdom ( 12 in Eng, Iand; 3 in Sc0tland); five in Korea; three in Taiwan; and four in Japan. The following is a summary of owned and leased
warehouses by region:

NUMBER OF WAREHOUSES

Lease Land
Own Land and/or

and Building Bulkllng

CANADA - 55 8 63

KOREA " 2 3 5

JAPAN -- 4 4

The following schedule ~hoxvs warehouse openings (net of warehouse oinsings) by region for the past five fiscal years and expected openings (net of closings)
through December 31, 2004:

O~her Total Warehouses
Openings by Fiscal Y~ar United Sdates Canada International Total in Operatqo~

2001 27 1 4 32 345

2003 19 1 3 23 397

2005 (throagh 12/31/04) 6 ~ 1 7 424

At August 29, 2004, the Company operated (through a 50%-owned joint venture, of which Costeo ig the managing parmex) 24 warehouses in Mexico. These
warelious~ are not included in the number of warehouses olden in any period because the joint veninro is accounted for using the equity method and, therofore,
its operations are not consolidated in the Company’s financial statements.

The Company’s headquarters are located in Issaquah, Washington. Additionally, the Company maintains regional buying and adminish-ative offices, operates
regional cross-docking fusilities (depots) for the consolidation and distribution ofc.ertaln shipments to the warehouses, and operates various proccssLng,
packaging, and other faoilitio~ to ~upport anoi!lary and other busine~s~.

COSTCO 009695
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Item 3--Legal Proceedings

The Company is involved from thne to time iu claims, proceedings and litigation arising from its business and property ownership. The Company is a defendant
in two actions purportedly brought as eless actions on b~half of certain present and former Costeo managers in California, in which plaintiffs allege that they
have not been properly compensated for overtime work. Scott M. Williams v. Costeo Wholesale Corporation, United States District Court (San Diego), Case
02-CV-2003 NAJ (JFS); Superior Court for the County of San Diego, Case No. GIC-792559; Greg Randall v. Costco Wholesale Corporation, S~perior Court
for the County of Los Angeles, Case 1’/o. BC-296369. The Company is also a defendant in an overtime compensation ease purpqrtedly brought as a class action
on behalf of present and former hourly employees- in California, in which plaintiffs allege that Costco’s semi-annual bonus formula is improper with regard to
retroactive overtime pay. Anthony Marln v. Cost¢o Wholesale Corporation, Superior Court for the County of Alameda, Case No. RCr--04 t 50447. Claims in these
three aetious am made under various provisions of the California Labor Code and the California Business and Professions Code. Plaintiffs seek
re~fitution/disgorgemenL eompematory damages, various slatatory penalties, liquidated damages, punitive, treble and exemplaxy damages, arid attorneys’ fees.
The Company also is a defendant in an action purpodedly brought as a class action on behalf of certain present and former female managers, in which plaintiffs
allege denial of promotion based on gender in violation of Title VII of the Civil Rights Act of 1964. Shirley "Rue" Ellis v. Costen Wholesale Corporation, United
States District Court (San Francisco), Case He. C-04-3341--MI-IP. Plaintiffs seek compensatory damages, exemplary and punitive damages, injunctive relief,
and attorneys’ fees. In none of these four eases has the Court been asked yet to determine whether the action should proceed as a ctass action or, if so, the
definition of the class. The Company expects to vigorously defend these actions and does not believe that any claim, proceeding or liti~afiun, either alone or in
the aggregate, w~ll have a material adverse effect on the Company’s financial position or results of its opera~ions.

Item 4--Submission of Matters to a Vote of Security Holders

The Company’s annual meeting is scheduled for 10:00 a.m. on January 27, 2005, at the Meydenbauer Center in Bellevue, Washington. Matter~ to be voted on
wilt be included in the Compsny’~ proxy statement to be filed with the Securities and Exchang~ Commission and dial,’bated to stockl~ldem prior to the meeting.
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Item 5---Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Seeurllies

Costco Common Stock is quoted on The NASDAQ Stock MaTket’s National Market under the symbol "COST."

The followlng table sets forth the closing higl~ and low sales prices of Costeo Common Stock for the period January I, 2002 through October 29, 2004. The
quotations are as reported Jn published financial sources~

Stock

High Low

...~...~.~..~e~..r. .......................~.._._::~ .............................. ~ ....................................... : . .......... ~ ...... 39,30 -- 3t,85 .....

Calendar ~2003

~n~Q~r 37,43 30.41

F~st ~r " 39.94 36.08

~d ~er 42.42 3~ 74

On O~tober 29, 2004 the Company had 7,754 stockholders of r~ord.

Participants in the Company’s 401(k) Nan have p~chas~t more shares of the Company’s common stazk in their plan no.cents than were registered with the
¯ Securities and Exchange Commission. Th, Company ~ceivcd no proceeds from any of these sales. Upon receipt of regulatory approvals, the Company presently
intends to make a rescission offer to plan partloipants who purchased the Company’s common stock in 401(k) plan acx:ounts during the proc~ing twelve months.
The Company does not betiew that the rescission offer will materially impact its consolidated rosults of operations, financial position or ensh flows.

DIVIDEND POLICY

Under its two revolving credit agreeraento, Co, tee is generally permitted to pay dividends in any fiscal year up to an amount ~qual to filly percent of iLs
~onsolidated net income for that fiscal year. On April 28, 2004, Costco declared its fast qan~terly cash dividend. The first dividend of $0.10 per shar~ was paid
May 31, 2004, to ~hareholder# of record a~ the close of business on May 10, 2004. The second dividend of $0 10 per share was paid August 27, 20C4 to
shareholders of record at the cinse ufbusinvss on July 23, 2004.

Payment of fatar~ dividends is ~a~bjcct to d~olamfion by the Board of Directors. Factors considered in determining tlm size of the dividends are pro~tability and
~xpested capital negds of the Company. Subject to the qualifications stated above, the Company presently expects to pay dividends on a quarterly basis.

EQUITY COMPENSATION PLANS

Information related to the Company’s equRy compensation plans is incorporated herein by reference to tbe Proxy Statement. The Proxy Statement will be filed
with the S~omit!os and Exchange Commission within 120 days of the end of the Company’s fiscal year.
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Item 6---Selected Fiaandal Data

SELECTED FINANCIAL AND OPERATING DATA

The following tables set forth selected financial and aperating dam for Cos~co for the ten fiscal years in the period ended August 29, 2004. This selected financial
and opexafing data should be read in conjunction with "Item 7--Management’s Diseuszion and Analysis of F£nanciai Condition and Re.sults of Operations," and
the consolidated financial statements of Costco for ’fiscal 2004.

I0
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Item 6--Selected Financial Data (Continued)

COSTCO WHOLESALE CORPORATION

SELECTED CONSOLIDATED FINANCIAL DATA
(dollars in thousands, except per share data)

52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weel~s 5Z Wcek~ 52 Weeks 52 Weeks 52 W~ 53 W~
Ended Ended Ended E~d~ End~ E~ded End~ E~ded Ended Ea~e~

August 19, Av~s131, September I, Seplember 2, S~plember 3,Aught 29, Au~ 30, Au~st 3I, S~tember 1, September 3,2004 2003 2002 2001 2000 1999 1998 1~97 1~6 ~995

Membership f~es 961,280 852,853 769,4~; 660,016 543,573 479,578 439,497 390,286 35Z,590 341,360

Selling, i~aneral & admlnist~ative 4,597,E77 4 097.398 3,575 536 3 129 059 2,755,355 2 338,198 2 069 900 1,876.759 1,691,I 87 1,555,588

P~ovision for impaired ass~s and
closing costs, n~t 1,000 19,500 21,050 18,00D 7,00~ 56,500 6,000 75,000(a) 10,000 7,$00

Oth~ in~om~ (e~
Intere.~t in~om~ aad o~her 51,627 38,525 35,745 43,238 54.226 44,266 26.662 15.g98 10,g32 ~,793

Cumulatlve effect cf ac~mmfing
change~ mt of tax

Di~eontinaed

Inanme flora een~u~g
befo~ cumulsfive e~ of aee~ti~
~._.             .     S    1.~ $    !.53 $    1.4g $    I~9 $    135 £    I.]l $    1.0] $    0.73 $    0.61 S    0.53

O) Includes the effect of adapting SFAS I21, a $65,000 pre-fax ($38,675 after-tax or $0.09 per d~uted shar~) provision for asset impairm~nt.
(b) R~presants a one-time non-cash charge reflecting the curaulatlve effect of the Company’s change in accounting for memb~rzhip feea from ~ ~ash to a d~fen’ed mt~cd.

ll
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Item ,6--Sdected Financial Da~a (Canfinued)

COSTCO WHOLESALE CORPORATION

SELECTED CONSOLIDATED FINANCIAL DATA
(dolnars in thousands)

August 29, Aul~Jst 31, September 1, September g, September 3, August 29, August 30, August 31, September 1, September
2004.                 2003                    2002                     2fl0I                  " 2g00                   1999                  1998                      1997                   1996                    1995

Tota! asset~ 15,072.54g 13,191,688 t 1,620,263 10,089 786 8 633 94~ 7.505,001 6~59 ~O 5,476 314 4,9! 1,861 4,437~419

~e~a) 20 29 35 39 ~ 21 18(~) 17 20

(a) Includ= z~locations, as well =s n~ w=ehous~ o~ngs,
~) Znc~ ~o~o~, ~ well = ou~g~ closin~
[c) Inel~ ~e a~i~fion of ~o w~ho~eg h K~a ~er~ opined ~nd~ a
(d) ~¢tud~ w~ehous~ ~e~ ~ Mexico ~r~ a 50% ~ joint

12
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Item 7--Management’s Discussion and Analysis of Financial Condition an~ Results of Operations

CeRain statements contained in this document constitute forward-looking statements within the meaning of the Priv~tc Securities Litigation Reform Act of 1995,
For these purposes, forward-looking siatemcnts am statements that address activities, events, conditions or developments that the Company expect~ or
anticipates may occur in the ~uture. Such for~vard-lo01~ng state.meats invent risks and unccRaintics that may cause actual events, results or performance to
differ materially from those indicated by such statements. These risks and uncertainties include, but are not limited to, domestic end international economic
conditions including exchange rotes, the effects of competition and rcgula~on, consumer a~d small business spending patterns end debt levels, conditions
affecting the acquisition, development, ownership or use of mat estate, actions of vendors, rising costs associated with employees (invluding health cere and
workers’ compensation costs), geopolitical conditions ~ad other risks identified from time to time in ~e Company’s public statements end reports ~led with the
Securities end Exchange Commission.

Execnlive Overvlew and Selected Consolidated Statements of Inceme Data (dollars in thousands, except earnings per share)

Costco operates membership warehouses based on the concept that offering members very low prices on a limited seleeiion of nationally branded and selected
ptdvate label products in a wide range of merchandise c"degories will produce high sales volumes and rapid invantory t’arnover. This rapid inventory turnover,
when combined with the operating effiei~neies achieved by volume purchasing, efi~ient distribution and reduced handling of merchandise in no-frills,
scii~--service warehouse facilities, ensbles .C~tce to operate profi~bly at significantly lower gross margim than traditional wholesalers, discount retailers and
supermarkets.

items for fiscal year 2004 included:

* Net sales increased 13.1% over tlae prior year, driven by an increase in comparable sales of 11FA and ~he opening of 20 new warehoase~

.Membership fees for fisea12004 increased 12.7% to $961,280 representing new member sign ups at new warehouses opened during the fiscal year,
increasing penetration of the Company’s Executive Membersi@ program, and conlinued strong member renewal rates;

Gross margin (net sales less merchandise costs) improved three basis poinks as a percent of net sales over the prior year, resulting in part from a
fomteen basis point improvement in margin in merelmndise and ancillary departments;

Selling, general and administrative expenses as a percentage of net sales improved eight basis points over the prior year, largely due to higher sales, "
changes to our health earn plans end a flattening of the rising Jrend in our workers’ compensation costs;                     "~

Net income for fiscal 2004 inoreased 22.4% to $88~393, or $1.85 per diluted share; and

For the first time, the Board of D~reetors declared a quarterly cash dividend, and the Company rustled quarterly dividends in the third and fourth
quarters of $0.10 per share.
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SELE CTF_.D CONSOLIDA TED ~TA TEMENT~ OF INC. OME D.4 TA

The table below presents selected op~ratlonal data, thepercen~age relatlon~h~ between net sales and major cwt~gorles in the Consolidated
Income and the percentage change in the dollar amounts of each of the items.

Percent of Nvt Sales
Percentage Increase(Decrease)

(of dollar amounts)

F|~cal 2004
Fiscal 2003

Fiscal 2004 F|sen12003 Fiscal 200~ ~. ~lsc~ 20e3 vs, Fisc~ 2002

M~be~p fe~ 2.04 2.05 2.03 12 7 I0 8

S¢l~g, gene~ ~d ~s~five 9 75 9 ~ 9 41 123 14 6

Provi~on ~ ~ed ~se~ ~d c]~g cos~, net -- 0,05 0,06 (94.9) (7.4)

Interest income ~md other 0.11 0.09 0.09 34.0 7.8

Provision for income taxes 1.10 t.05 ! .15 18.5 (0~2)

(a.) Defined as net sales less merel~andise costs..

Comparison of Fiscal 2004 (52 weeks) and Hsea12003 (52 weeks):
(dollars in thousands, except earnings per share)

Net Incame "

Net income for fiscal 2004 increased 22.4% to $882,393, or $1.85 per diluted shoe, from $721,000, or $1.53 per diluted share daring fiscal year 2003.

Net Sales

Net sales increased 13.1% to $47,145,712 in fise~d 2004 from $4t,692,699 in fiscal 2003. Approximately 78% oftbe increase was due to an increase in
comparable warehouse sales, that is zales in warehouses open for at least a year. The balance of the inhere was due to opening 20 new warehouses during fiscal
2004 and a net of 23 new warehouses (29 opened, 6 closed) during tisea12003, a po~un of whleh is not included in comparable warehorase sales. Net sales were
reduced by the implementation of Emerging I~ues Task Force (EITF) Issue No. 03-10, "Applieatlon of I~ue No. 02-16, "Aeeounling by a Customer Q.nelading
a Reseller) for Ce~xin Consideration Received from a Vendor," by Resellers to Sales Incentives Offered to Consumers by Manufaelurers," which was effective
at the beginning of the Company’s fiscal 2004 third quarter. E1TF 03-10, which primarily impacts the Company’s vendor coupon prog~m~, reAuoes net sale~
and merehandis~ costs by an equal amount and does not aff~t the Company’s consolidated gross.margin or net income. Had EITF 03-10 been in effect for the
comparable periods in fiscal 2003, the net sales increase in fiscal 2004 would have been 13.8%. (See Recently Issued Accounting P~onouneements, E1T~ 03-10.)

For fiscal 2004, eomparable sales increased 10% from fiscal 2003. Had EITF 03-10 been in effect for the comparabl~ periods in fiscal 2003, the comparable
~ales increase for fiscal 2004 would have been 1t %,
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Changes in pr~cas of merchandise did not materially affect the sales increases, with the exr~pfion of gasoline, whexe price increases accounted for a sales increase
of approximately 70 basis points. In addition, due to the wvakcr U.S. dollar throughout fiscal 2004 es comp~zcd to fiscal 2003, translation of foreign sales into
U.S. dollars conUdbuted t~ the increase in sales, acceunting for a comparable sales increase of approximately 190 basis points year--over-yasr. Sales were also
posRively impacted by the supermarket strikes in Southern Ca~Jforrfia during the first half of the Company’s fiscal year. The positive impact to sales for the entire
t’~scal year was estimated to be 35 to 50 basis points.

Member~h& Fees                                                     -~;

Membership fees increased 12.7% to $961,280, or 2.04% of net sales, in fiscal 2~04 l~om $852,853, or 2.05% of net sales, in fiscal 2003. This flncrease was
primarily due to additional membership sign-ups at the 20 new warehouses opened in fiea12004; increased p~netration of the Company’s Executive
membership, including the rollout tifthe program into Canada, which began in the first quarter of fiscal 2004; and high overall member renewat rates consistent
with recent years, currently at 86%.

Gross Margin

Gross margin increased 13.4% to $5,053,696, or 10.72% of act sales, in fiscal 2004 from $4~457,316, or 10.69% of net sales, in fieal 2003. The three basis point
increase, as a percent of net sates, reflected a 14 basis point hacrease in gross margin in the Company’s rnerehandise departments, helped by strong
year-over--year gross margin gains in the Company’s ancill~j business operations, particularly gasoline and pharmacy. Year-over-year gross margin, an a
percentage of net sales, was also positively impacted by the implementation of EITF 03-10, whereby net sales and merchandise costs were reduced, resulting in
an eight basis point increase. The year-over--yecr gross margin percentage was reduced by 12 basis poln~s due to the Increased ~owards related to the Executivv
Membership Two--Percent Reward Program, resulting ~om an increase in the penetration of the Executive Member program.

-The gross margin figures refleot accounting for most U.S. m~rchandisc inventories on the last-in, first-oat (LIFO) method. Fiscal 2004 included ~t $6,090 LI~O
charge (increase in merchandise costs), while fisoa12003 Included a $19,650 LIFO credit (redm~tion in mer~hendlse costs). The impact of" ~e LIFO adjustment
on a year--ever-year basis negatively impacted margin by an additional six basis points. If all inventories had been valued using the first-in, first--out (FIFO)
method, inventories would have been lower by $13,410 and $19,500 at August 29, 2004 and August 31,2003, respectively.

Selling, General andAdmin~strative Expenses

Selling, general and administrative (SG&A) expenses ~s a percent of net sales decreased to 9.75% during ficat 2004 from 9.83% during fiscal 2003. Had EITF
03-10 been in effect in iisca12003, SG&~ e~psnses as a percent to net sales would hav~ shown additional improvement of seven basis points in fica12004.

For fiscal 2004, warehouse and central operating costs positively impacted SG&A comparisons year-over-year by approximately 21 basis points, primarily due
to increased expense leverage of warehouse payroll, benefits (primarily health care), utility and workers’ compensation costs. DmSng the latter half of fiscal
2004, the Company implemented changes to its employee healthcare plans that reduced its overall healthcara costs, primarily in the fourth quarter. This
improvement was partially offset by the seven basis point increase resulting frena~he adoption of EITF 03-10, a two basis point inerense in expense related to the
establishment of. additional insurance liabilities resulting from financial dlffi~ulti .@ being experienced by one of the Company’s third-p~ty insurance providers,
and an increase m stock-based compensation costs following the Company’s prospective adoption of Statement of Financial Accounting Standards (STAS) No.
123, "Accounting for Stock Based Compensation," during fiscal 2003, of four basis points.
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Preopening Expenses

Preopening expense* totaled $30,451, or 0.07% of net seles, during fiscal 2004 compared to $36,643, or 0.0~’/~ of net sales, during fiscal 2003. This reduction
was duc to fewer warehouse openings. During fiscal 2004, the Company opened 20 new warehouses compared to 29 sew warehouses (including 5 roleeationg)
during fiscal 2003. Pre--op~ning expenses also include costs r¢tated to r~nodeis and expanded ancillary operations at existing warehouses.

Provision for Impaired.4ssets and Closing Costa, net

The net provision for impaired assets and closing costs was S 1,000 in fiscal 2004, compared to $19,500 in iisoal 2003. The provision includes costs related to
impairmant of long-lived asse~s, future lea.s¢ obligations of war,houses that have be~n relocated to new facilities, and losses or gains resulting fro~ the sale of
real property. The provision for fisc~12004 Laelude.d charges of $16,548 for warehou~ closing expenses that were offset by gains of $15,548 on the sale oF real

..property. The provision for fiscal 2003 included charges ors 11,836 for warehouse closing expcus~, $4,697 for impairment of long-lived assets and $2,967 for
net losses on the sale of real property. At August 29, 2004, the reserve for warehouse closing costs was $10,367, of which $9,184 related to future lease
obligations. This compares to a reserve for warehouse closing costs else,609 at August 31, 2003, of which $7,833 related to future lease obligations.

Interest Exper~e

Zero Coupon Notes, 7 t/s% and 5 t!2% Senior Note~ and on balances outstanding under the Company’s bank credit facilities and promissory netes. The d~rease
. wag primarily a result of the Company’s reduotlon in sho~-t~an borrowings, principally related to its foreign subsidiaries. This d~rca,s~ was ~ubstantially offset
by increases in interest rates on the Senior Notes due to interest rate swap ~gleements converting the interest rat~ fi:om fixed to floating.
~Intereat Income and Other

Interest income and other totaled $51,627 in fis~12004, compared to $38,525 in fiscal 2003. The inere~e primarily r~flects greater interest earned on higher
~a~h and oa~h equivalents balances and short-term investments. In addition, a reduction in the ~panse to record minority intere.st in the emminga oF foreign
subsidiaries was reported in fiscal 2004 as the Company increased its ownership in Costco Wholesale UK Limited to 100%.

Provision for 2ncome Taxes

The effective income tax rate on earnings was 37% in ff2cat 2004 and 37.75% in fiscal 2003. The decrease in the effactive income tax ram is primarily
attributable to lower statutory inzome tax ~atas for foreign operations and an~--timc benefits’associated with certain tax planning sW~tegies.

Comparison of l~sea120~3 (52 weeks) and Fiscal 2002 (52 weeks):
(dollars in thousands, except earnings per share)

Net Income

blot income for fiscal 2003 increased 3.0% to $721,000, or $1.53 per diluted share, frora $699,983, or $1.48 per dilut*d share during fiscal year 2002.

Her Sales

Net sale~ increased 9.7% to $41,692,699 in fiscal 2003 from $37,993,093 in fiscal 2002. Approximately 55% of the increase was duo to an increase in
comparable wareheuse sales, that is sales in warehouses open for at
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least a year, mad ~proximately 45% of the inareuse was due to opening a net of 23 new warehouses (29 opened, 6 closed) during fiscal 2003 and a net of 29 new
warehouses (35 opened, 6 closed) during fissa12002, a portion of which is not included in comparable warehouse sales. With the exception of pries inere~s~ in
gasoline, which aeeoartted for a comparable sales increase of approxirrmtely 70 basis points, changes in prioe~ of merchandise did not mnleri~lly eantribute to
sales inareases. In addition, due to the weaker U.S. dollar in fiscal 2003 as compared to fiscal 2002, translation of foreign sales into U.S. dollars oonlxibuted to
the increase in sales, aceomafing for a enmparable sales increase of approximately one percent year-over-year. Comparable sales increased at a five percent
annual rate in fiscal 2003 compared to a six percent annual rate during fiscal 2002.

Membership fees increased 10.g% to Sg52,g53,.~r Z05% of nor sales, in fiscal 2003 from $769,406, or 2.03% of net sides, in iisca12002. This increase was
primarily due to additional membership sign-ups at the 23 net new warehouses opened in fiscal 2003, and increased penetration of the Company’s Executive
Membarsh~p. Overall, member renewal rotes remained consistent with the prior year, currently at 86%.

Gross margin (defined es net sales minas merchandise costs) increased 11.2% to $4,457,316, or 10.69% of net sales, in fiscal 2003 flora $4,009,972, or 10.55%
of net sales, in fiscal 2002. The increase in gross mmgin as a percentage of net sales reflects merchandise gross margin improvement within the Company’s
aneilIary warehouse businesses and intematianal operations aeenunting for increases of 15 and eight basis points, respeedvely. Additionally, increased rew~rda
related to the Executive Membership Two--Percent Reward Program reduced gross margin by seven basis point~ Tile gross margin figures reflect accounting for
most U.S. merehandine inventori~ on the last-in, first-oat ~LiFO) method. The effect of the LIFO adjuslment for fiscal 200~ wan to irmrea~� gros~ margin by
$19,650, enmpared to a gross margin increase of $13,500 in fiscal 2002. If all inventories had been valued using the first-h, flr~t-ont (FIFO) method,
inventories would have been lower by $19,500 at Augmt $1, 21303 and higher by $I 50 at September 1, 2002.

Sellfng, General and Administrat~e Expenses

Selling, general and administrative expenses as a percent of net sales ineressed to 9.g3
selling, general and administrative expenses as a percent of net rotes was primarily due to increases in employee healthcar~, workers’ compensalion Orimarily in
the stat~ of California) and salary costs within the Cornl~any’s domestic operations, htemational expenses also inareased, accounting for a1~l~rordmately seven
basis points of the 42 basis points year-over-year

Prebpening Expenses

Preopening expenses totaled $36,6,13, or 0.09% of net sales, during fiscal 2003, eomlyared to $51,257, or 0.13% of net sales, daxting fiscal 2002. During ~
2003, the ~ompan~; opened 29 new warehouses (including live relocations) enmp~red to 35 new warehouses (including six relo~tious) dining fi,scal 2002.
Pro-opening expeus~ also include costs related to remodels and e~tpanded aneilla~ operations at existing w~rehou~es.

Provision for Irapagred Asseta and Closing Coat~, net

The nat provislon for impaired assets and closing costs was $19,500 in fisesl 2003 eompmed to $21,050 in fiscal 2002. The provision includes costs related to
impairment of long-lived assets, future lease obligations of warehouses that have been relocated renew facilitie~ and any losses or gains resulting from the sale
of real property. The provision for lisca12003 included ehargus of $11,836 for warehouse closing ex~euses, $4,697 for impairment of long-lived assets and
$2,967 for net losses on the sale of real property. The fiscal 2002 provision included charges of $13,683 for warehouse dosing expenses and $7,765 for Canadian
administrative reorganization, which were offset by $39~ of net gains on the sale of real propea’ty. At August 31, 2003 *he reserve for
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warehouse closing cosL~ was $8,609, of which $7,833 relatec! to frame lemse obligations. This compares to a reserve for warchome closing costa of$11,845 at
September 1, 2002, of which $10,395 related to futme lease obligatioins.

inttcest expanse totaled $36,920 in fiscal 2003, compared to $29,096 in fiscal 2002. Interest expense in fiscal 2003 includes interest on tiie 3 t/Z% Zero Coupon
Notes, 7 1/8% and 5 [/2% Senior Notes and on balances outstanding under the Company’s bank credit facilities and promissory notes. The increase is primarily
related to tile reduction In interest capitalized related to warehouse coinstru£tion, as the overall cost of projects under eonstru,tioa was lower than in fiscal 2002.
The increase was also attributed to the Company’s issuance of$300,000 5 ’/2% Senior Notes in March 2002, which were simultaneoasly swapped to a floating
interest rate. This in,tease was partially offset by an interest rate reduction in the Company’s $300,000 7 t/8% Senior Notes, resulting f~ominterest rate swap
agreements ~mtered into effective November 13, 2001, eonvertlng the interest rate from fixed to floating, and to the fact that the Corapaay had little interest
.expense related to borrowings under its commercial paper program in fiscal 2003.

t~terest Income and Other

Interest income and other totaled $38,825 in fiscal 2003, compared to $35,745 in fiscal 2002. The incremse primarily reflect~ greater inter*s! earned oin higher
cash and ~ash equivalents balances on hand throughout fiscal 2003, as c, ompar¢d to fiscal 2002, which was partially offset by an increase in the expens~ to record
the minority Interest in earnings of foreign subsidiaries.

ProviMon for ]accrue Taxon

The effezfivo income tax rate on comings was 37.75% in fiscal 2003 and 38.50% in fiscal 2002. The decrease in the �ffe~tive income tax rate, year-over-year, is
pxqJmarily attributable to low=r statutory income tax rates for forclgn operations.

Liquidity and Capital Resources (do]lore b thousands, except per share amounls)

Ca~ Flown

Cash flow generated from warehouse operations provides a significant source of liquidity. Net ea,sh provided by operating activities totaled $2,098,783 in fiscal
2004 compared to $1,507,208 in fiscal 2003. The Increase of $591,575 is primarily a result of an her*rose in the change in recdvables, oth¢r current assets,
deferred income and aeurued and other current liabilities of $507,860, due primarily to the collection of aa operating tax receivable and inew.ases In the wurl~m’
compensation accrual, income taxes payable, executive membership two-percent r¢ward aconml and d~ferred memb¢rship incum~ In ti~ea12004 eompured to
fiscal 2003. In addition, the in~rease in net income of $I 61,393 contrthnted to the increase in cash provided by operating activities.

The primary investing actigity continues to be the lmr~hase of property and equipmeint and the construction of facilities r~tate.d to the Company’s warellouse
expansion and nmaodcl projects. Net ¢ash used in Investing activities totaled $1,048,481 in fiscal 2004 e.ompared to $790,58g in fiscal 2003, an inereese of
$257,893. Th~ inoreas~ in investing a~tivitiem primarily relat~ to net purchases of short-term investments of $303,945 and the purchase of the remaining 20°4
minority interest in Costco WholesaIe UK Limited o~$95,1 f2, which was partially offset by a zeductioa in the acquisition of property and equipment and the
construction of facilities for n~v and remodeled watchcases of $105,045 (flom Sg 10,665 to $705,620) between fiscal 2003 and fiscal 2004, as new warehouse
up,rags deeressed year-over-year from 29 (including five relocated warehouses) in fiscal 2003 to 20 in fiscal 2004.
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Net cash provided by financing activities totaled $209,569 in fiscal 2004 compared t6 net cash used of $1,428 in fiscal 2003. The increase of $210,997 primarily
resulted from an increase in bank cheeks outstanding of $243,890 and Be incre~e in proceeds received from the exereisa of stock options of $90,077, which
wcm offset by the payment of cash dlvidcnds in fiscal 2004 of $92,137 and ~rom the reduction in the issuance of long-term debt of $59,424 in fiscal 2003 to nb
additional issuances of long-team debt in the current fiscal year.
Divldend~

Costco’s Board of Directors declared two quarterly cash dividends of $0.I0 per share in fiscal 2004. The first quarterly cash dividend orS0.10 p~ share, in the
amount of $45,939, was paid May 31, 2004 to shareholders of record at the close of business on May 10, 2004. The second quarterly cash dividend of $0.I0 per
shaze, in the amount of $46,198, was paid August 27, 20D4, ~o sharchalde~ of record at the dose ofbusin~s on July 23, 2004.

Contractual Obligations

The Company’s commitment to make future payments under contractual obligations was as follows, as of August 29, 2004.

P~m~’~{~ ~u¢ by Pcrlorl

Less than I t~ 3 4 to ~; After
Coatracthal obligations Total 1 year years years 5 years

C.a.pital lease obligations . 5,449 1,451 1,117 1 115 ! 766

Purchase obli.g.ations (merchandise)’" " 3,509 786 3 153 157 356 629 ~ "- m" ~

Oth,~r - 6,235 ......... ~7~ .............. 594 .... 418 .... ~,747

Amounts iacinde contractual interest payments.

The amount includes interest secreted to maturity for the Company’s Zero Coupon 3 /2% Convertible Subordinated iNotes due August 2017, totaling
$851,648. The consolidated balans~ sheet as of August 29, 2004 reflects a balance outstanding of $543,025.

0) Operating lease obligations have bean reduced by $148,339 to reflect sub-l~aso income,

(~) Inclndes open merchandise purchase orders at fiscM year end, including those supported by letters of credit.

The amounts presented above as pmchase obligations include an analysis of all known contracts with the exception of minor outsoureed services
negotiated at the iadlvldual warehouse level that arc not significant and generally enntain clauses allowing for eencollstion without significant penalty.

Primarily consist~ of asset retirement obligations.
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Expansion Plans

Coztco’s primary requirement for capital is the financing of the land, building and equipment costs for new warehouses plus lhe costs of initial warehouse
oper~ions and worldng capital requirements, as well as additional capital for international expa~sinn.

Whild there van be no m~s~xrance that eerrent expectations will be realized, and plans are subject to change upon further review, it is management’s current
intention to spend approximately $900,000 to $1,000,000 during fiscal 2005 in the United States and Canada for real estate, construction, remodeling and
equipment for warehouse clubs and related operations; ~nd approximately $100,000 to $150,000 for i~temational expansion, including.the United Kingdom,
Asia, Mexico and ether potential ventures. These expenditmes ~re expected to be financed with a combination of cash provided from operations and the use of
u~h and cash equivalents and short-term inves~aents.

Expansion plans for the United States and Canada during fiscal 2005 are to open approximately 30 new warehouse clubs inclusive of seven roloeafiom to larger
and better-located warehouses. The Company expe~ts to continue its review of expansion plans in its intemat~onaI operations, including the United Kingdom
and Asia, along with other international market~. At present~ the Company is planning to open two addifio~aal warehouses in the U.K and one additional ¯
warehouse in both the Talwan and Japan markets during fiscal 2005. Co~too and its Mexico-ha.sod joint ventttre partner, Controladom Comcreia! Mexicana, each
own a 51Y’!~ inter~t in Costeo Mexien. Costeo Mexico plans to open two to three new warehouse dubs during risen! 2005.

Additional Equity Investments in Subsidiary

On October 3, 2003, the Company acquired from Cm-refoer Nederl~nd B.V. its 20% equity interest in Co~tco Wholesale UK Limited fur cash of $95,153,
bringing Co~too’s ownership in C~st¢o Who]esale.UK Limited to 100%.

Bank Credit FaMlltle~ and Commercial Paper Programs (all amounts stated in thou~’and~" of U3 dollara)

The Company has a $500,000 commercial paper program supported by a $300,000 break credit facility vdth a group often banks, of which $150,0130 expired on
November 9, 2004 and $150,000 exp.ires on November t5, 2005. At August 29, 2004, no amounts were outstanding under the enmmereial paper program and no
emolmts were outstanding under the credit fa611ity. The Company presently does not plan to renew the $I 50,000 portion of~e credit fx~il~ty that expi~d oxa
November 9, 2004.

A wholly-owned Canadian subsidiary has a $152,000 commercial paper program supported by a $46,000 bank credit facility, wi~ a Canadian bank, tl~t is
guaranteed by the Company and expires in Marela 2005. At August 29, 2004, no amount~ were outstanding under the Canadian commercial paper program or the
bank ereAit facility.

The Company has agr~d to limit the combined amount outstanding under the U.S. and Canadian commercial paper programs to the combined mounts of the
supporting bank eradit facilities, which m’e $346,000 at August 29, 2004, decreased to $196,000 on November 9, 2004.

The Company’s wholly-owned Japanese subsidiary has a short-term $27,400 bank line of credit that originally expired in November 2004. Subsequent to the
Company’s fiscal y~ar end, the bank line of credit was extended through February 10, 2005, At August 29, 2004, no amounts wer~ outstanding under lhe llne of
credit.

The Company’s Kere~ subsidiar~ tins a short-term $10,400 bank line of credit, which expires in January 2005. At August 29, 2004, no amounts wer~
outstanding under the line of credit.                                      ’ "

The Company’s wholly-owned UK subsidiary has a $108,000 bank revolving credit facility expiring in February 2007 and a $63,000 bank overdraft facility
renewable on a yearly basis in March. At August 29, 2004, $21,595 was o~l~tanding under the revolving credit faeitity with an alrtalieabte interest rate of 5.285%
and no amounts were outstanding under the bank overdraft faoility.
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Letters of Credit

The Company ha~ letter of credit facilities (for eommerc, ial and standby lc~vrs of ~t), toeing appro~a~Iy $338,000. ~ ou~di~ ~i~n~ ~der
~ f~iIifi~ at Angst 29, 2~4 to~ed appro~ately $166,800, ~ch~g appre~matuly $52,900 ~ s~dby le~e~ of ~it.

Financ~gAc#vit~

~e Com~y’s 7 ~18% S~ior Not~ of $3~50 at Au~st 29, 20~ ~e ~ on J~¢ 15, 2005. ~e Comply plans to repay ~e 7 ~/8% Senior Nol~~om i~
~h and ~h eq~I~ and sho~ ~ve~ant ba]~, w~gh to~l~d $3,129,~82 at Aunt 29, 2004.

In April 2003, the Company’s wholly-owned Japanese subsidiary issued promisso~ notes bearing interest at 0.92% in the aggregate amount of approximately
$36,576, through a private placement. Interest is payable semi-annually and principal is due on April 26, 2010.

In November 2002, the Company’s wholly-owned Japanese subsidiary issued promissory notes b~u’ing interest at 0.88% in the aggregate amount of
approximately $27,432, through a private plaaemenL Interest it payable semi-annually and principal is due on November 7, 2009. The Company guarantees all
of the pronfissory hems issued by its wholly-owned 3apauese subsidiary.

In Mar~h 2002, the Company issued $300,000 of 5 112% Senior Not~s due March 15, 2007. Interest is payable semi-annually. Siraultaneous with the issuance of
the Senior Notes, the Company entered into inter~t rate swap agreements converting the interest from fixed to floating.

In February t 996, the Company ~ed with the Se~urfdes’" and Exchange Commission a shelf registration, o    . statement for $500,000 of senior debt securities. On
Oetober 23, 2001, edditionaldebtseourit~esof$100~000.wexeregistered. The.S300,000 of 5 /2~ Semor Notes issued in March 2002 reduee, d the amount of
registered securities available for future isstmaee to $300,000.

Der~ativee

The Company has limited involvement with derivative financial iustmmen~s and uses them only to manage wall-defined interest rate and foreign exchange risks.
Forward foreign exchange contracts are used to hedg~ the impact of fluctuations of foreign exchange on inventory pm’~heses und typio~dly have very short terms.
The aggregate amount of foreign exchange contracts outstanding at August 29, 2004 wa~ not material. The only significant derivative instruments the Company
holds are interest rate swaps, which the Com!0any uses to manage the interest rate risk associated with its borrowings and to manage the Company’s mix of
fixed-rote and variable-rate debt. As of August 29, 2004, the Company had "fixed-to-floating" interest rate swaps with an aggregate notional amount of
$600,000 and an aggregate fair value of $25,754, which is recorded in other assets on the Company’s comolidated bainnee sheet. These swaps were entered into
effective November 13. 2001, and March 25, 2002, and are designated and qualify as fair value hedges of the Company’s $300,000 7 I/~% Senior Note~ and the
Company’s $300,000 5 t/2% Senior lqoteg, respectively. As the terms of the swaps match those of the underlying hedged debt, the changes in the fair value of
the~e swops are offset by corresponding changes in the em’rying amount of the hedged debt and result in no net earnings impa~t.

Off-Balance Sheet Arrangements

The Company has no off-balance sheet arrangements that have had or are reasonably likely to have a material current or future effect on the Company’s financial
condition or consolidated financial statements.

Stock Repurchase Program                                         ..

On November 30, 2001, the Company’s Board of Direetom approved a stock repurchase program, authorizing the repmehase of up to $500,000 of Costeo
Common Stock through November 30, 2004. Under the program,
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the Company could repurchase shares at any firac in the open market or in private transaetloas as market conditions warrant. The repurclmsed shares would
con~tute authorized, but non-issued shares and would be used for genera~ corporate purposes, including stock option grants antler stock option programs. On
O~tobcr 25, 2004, the Board of Directors renvwed the program t’or mother thre~ years. To date, no ~har~ have been repmohased undvr either program.

Critical Accounting Pulicies

The preparation of the Company’s financial statements tequkes that management make estimates and judgments that affect the financial position and results of
operations. Management continues to review its accounting policies and evaluate its estimates, including those related to revenue recognition, merchandise
inventory, impairment of long-lived assets and warehouse dosing costs and insurance/sail-insurance liabilities. The Company bases its estimates on historical
experlenee and on other assumptions that management l~elieves to be ressenable under the present eircumstances~

Revenue Recogn~tfon

The Company recognizes sales, net of estimated.returns, at the time customers lake possession of merchandise or receive ser~hees. When the Company collects
payment frem customers prior to the t~ansfer of ownership of msrehandise or the performance of services, the amount received is recorded as deferred revenue
on the cottsotidaterl balance shent~ until the sale or service is completed. The Company provides for estimated sales returns based on historical returns levels.

Merchandise Inventorie~

Merehandlse inventories are valued at the lower of cost or market as determined primarily by the retail method of aeeounliug and ar~ stated using the lest-in,
first-out (LIFO) method for substantially all U.S. merchandise inventories. Merchandise inventories for all foreign operations are p~narily valued by the retail
method of aecoun~ng, and are stated using the first-in, first-out (FIFO) method. The Company believes the LIFO method moxe fairly presents tha results of
operations by morn closely matching current co~ts v,4th ourrent revenues. The Company records an adjtmtmcnt each quaaer, i~ncc~sary, fro" the ~’pected annual
effect of inflation, and these estimates are adjusted to actual results determined at yesr--end. The Company considers in its calculation of the LIFO eo~t the
estimated net reallz~ble value of inventory in these inventory peels where deflation exists and records a write down ofinventory where estimated net realizable
value is less than LIFO inventory.

The Company provides for estimated inventory losses between physical inventory counts on the basis of a percentage of sales. The prevision is adjusted
periodically to reflect the trend of the actual physical inventory count results, which generally occur in the s~eond and fourth fiscal quarters.

Invantory cost, where appropriate, is reduced by estimates of vendor rebates ~hen earned or as the Company progresses towards eamlng those rebates provided
they are probable and reasonably estimable. Other eansideration received from vendors is generally recorded as a reduction of merehundise costs upon
completion of contmetoal milestones, terms of agreement, or other systematic and rational approach.

Imt~airment of long-lived assets and warehouse closing costs

The Company periodically evaluates its long--lived assets for indicators of impairment. Management’s judgments are based on market and operational conditions
at the present time. Future events could cause management to conclude that impairment factors exist, requiring an adjustment of these assets to their then-current
fair market value.

The Company provides estimates for warelaotme elosing costs when it is appropriate to do so based on the applicable accounting principles generally accepted in
the United Slates. Future circumstances may result in t~e Ccrapany’s actual future cl~ing costs or the amount recognized upon the ~ale of the property to differ
substantially fi’om the original e~timates.
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Insurance/Self lmurance Liabilities

The Company uses a combination of insurance and ~elf-lnsumnce mechanisms to provide for the poteaatial liabilities for workem" compensation, generui liability,
property insurance, director and officers’ liability, vehicle liability and employee health ecre benefits. Liabilities associated with the risks that are retalned by the
Company are not discounted and are estimated, in part, by considering historical claims experience and outside expertise, demographic factors, severity factors
and other aetuaxial assumptions. The estimated accruals for thee liabilities could be significantly affected if future occurrences and elalm~ differ from thes~
assumptions and historical trends.

Recent Accounting Pronouncements

In March 2004, the Financial Accounting Standards Board’s (FASB) Emerging Issues Task Force (E1TF) reached a consensus on EITF Issue No. 03-1, "The
Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments,’~ (EITF 03-1). The guidance prescribes a three-step model for
detemaiuing whether an investment is other-than-temporarily impaired and requires disclosures about unrealized losses on investments. The accounting
guidance is effective for reporting periods l~ginning after Jnue 15, 2004, while the disclosure requirements are effective for annual reporting p~riocts ending aider
JlmO 15. 2004. In September 2004, the FASB issued FASB StaffPosition E1TF 03-I-1, "Effective Date of Paragraphs 10-20 of EITF Issue Nt~. 03-1 ’The
Meaning of Other-Titan-Temporary Impa.hTnent and Its Application to Certain !nvestments," (FSP El’IF 03-0I-1). FSP E1TF 03-I-1 delays the effective date
for the measurement and recognition guidance contained in paragraphs 1 0-20 of El’IT Issue 03-01. During the period of the delay, FSP EITF 03-1-I states that
companies should eontinne to apply relevant %thee-than-temporary" guidance. The adoption of EITF 03-1, excluding paragraphs 10--20, did not impnst the
Company’s consolidated financial s~atements. The Company will assess the impact of paragraphs 10-20 of EITF 03-1 oneo the guidance ~ been finalized.

In December 2003, the FASB issued Interpretation No. 46 {revised December 2003). "Consolidation of Yariable Interest Entities" (FIN 46R), which addresses
how a business enterprise should evaluate whether it has a controlling financial interest in an matity through means other than voting rights and accordingly
should eonsotidat= the entity. In general, a variable interest entity is a ecrporation, partnership, trust, or any other legal slmetu~ used for business purposes that
either does not have equity investors with voting rights or has equity investors that do not provide sufficient financial re~ureea for the entity te support its
activities. FIN 46R. requires a variable interest entity to be consolidated by a company if that enmpany is subject to a majority of flue risk of toes from the variable
interest entity’s activities or entitled to recei,~e a majority of the entity’s residual returns or both. FIN 46"R replaces FASB Interpretation No. 46, "Consolidation
of Va;riable Interest Entities," which was issued in 1urinary 2003 and ravlsed th~ implementation d~te to the first fiscal period anding after March 15,2004, with
the ex~ption of sp~iaI purpose entities. The adoption cf this interpretation did not have a material impact on the Company’s consolidated financial statemant~.

In November 2003, the EITF reached cousensns on Issue No. 03-10, "AppIication of Is~tle lqo. 02-16 by Resellem to Sales Incentives Offered to ConsumeI~ by
Manufaotuxers," with respect to detenuining if consideration received by a reseller fi:om a vendor that is reimbursed by the vendor for honoring the vendor’s
incentives offered directly to consumers shodd be recorded as a reduction in sal~s. These roles apply to lransaedous entered into by ennsumers in fiscal periods
beginning after November 25, 2003 and, therefore, apply to such I~ansaetions starting with the Company’s fiscal third quarter of 2004, which began February 16,
2004. The adoption of EITF 03-I0 did not affect the Company’s eansoliclated gross profit or net income, but did result ia a reduction of both net sal~ and
mcmhandise costs by an equal amount. For fiscal 2004, net sale~ and merehandisu costs have been reduced by $334,065. Had the Company’s et~mparable periods
in fisea~ 2003 and 2002 been repox*ed under EITF 03-I 0 guidance, the sales and cost of sales would have been reduced by $282,288 and $248,155, respectivdy.
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In November 2002, the EITF reached consensus on certain issues discussed in Issue No. 02-16, ~’Accounfing by a Customer (Including a Reseller) for Cert~n
Consideration Received from a Vendor," with respect to determining how a rsselIer should characterize consideration received from a wndoz and when to
recognize and how to measure that consideration in i~ income statement. Requlrcmants for recognizing volume-based rebates are eff~tiw fo~ an’~ngcmants
antered into or modified after November 21, 2002 and resellsrs with other sa~ppliez payments should generally apply the new rules pmsi~ely for agreements
entered into or modified after December 31, 2002. The adoption of this consensus by the Company in fiscal 2003 did not have a significant impact on the
Company on an annual basis, but resulted in a change in the tillfing for the recognition of some vendor allowances for certain agreements entered into subsequent
to D~ember 31, 2002 and *xtends’the recognition time frame beyond that which was in effect for similar contracts estered into prior to December 31, 2002. Net
income for fiscal 2004 was negatively impacted by approximata]y $2,808 (after-tax) due to the adoption of EITF 02-t6.

Item 7A---Quantitative and QuaLitative Disclosures About Market Risk

TheCompany is exposed to financial manet risk res’~tting from chang~ in interest and foreign currency rates. As a policy, the Company does not engage in
speculative or leveraged transactions, nor hold or issue financial instruments for ~’ading purposes.

The nature and amvtwa of the Company’s ]one and short-term debt can be expected to vary as a result of futme business requirements, market conditions and
other faoinrs. As of August 29, 2004, the Company’s fixed rate long-term debt includes its $851,648 principal amount at maturity Zero Coupon Subordinated
Notes and additional ~otes and oapit~l lease obligations totaling $130.56I. The Company’s debt also includes $300,000 7 1/8% Senior ]Notes and $300,000 $ I/2%
Senior Hot~. The Company h~s entered into ’T~xed-to-floating" interest rate swaps on the Senior Not~, effectively converting these fixed interest rote
securities to variable rate securities. Fluctuations in interest rates may affect the fair value of the fixed rate debt and may affect the interest expense tainted to the
variable rate debt.

The Company holds interest-bearing instruments that are classified as cash and cash equivalents and short-term investments. Short-term invvstmants generally
have a maturity ofthre~ months to five years from the pm-~hase date. Investments with maturities beyond one year may b~ classified as short-term based on their
highly liquid nature and because such marketable securities represant the investment of ¢~sh that is availvblc for ~ulr~nt operations. As th~ majority of these
instruments are of a short-tarm nature, if interest rotes were to increase or decrease immediately, there is no matexiat risk of a valuation adjustment related to
these instruments. For those instruments that are ~lassified as available for sale, the unrealized gains or losses ~latod to fluctuations in interest rates me reflected
in other ac*umulate.d comprehensive income or lo~s. Based on the Company’s cash and cush equivalents and short-term investments balances at August 29,
2004, a 100 tmsis point increase or decresse ia interest rates would result in an increase or decresse of approximately $27,000 to interest income (pro-tax) on an
annual basis.

Most foreign currency t~msactions have been conducted in local currencies, Limiting the Company’s exposure to changes in currency rates. ~e Company
periodically entels into shoat-term forward foreign exchange contracts to hedge ih, impact of fluctuations in foreign ~oy ra~es dn inventory purehsseso The
fair value of foreign exchange enn~acts outstanding at August 29, 2004 was not material to th~ Company’s results of operations or its financial positlom
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Financial statements of Costco are as follows:

Renort of Indeoendent ReL~stered Pubiio Accou~tin# Firm
ConsoIidat~l Batance Sheets. as of An~_mst 29. 2004 a~d August 31.2003
Consolidated Statements of IncOme, for the Y2 w~kS ended A~st 29. 2004. AuLmst 31. 2003 and S~tember I, 2002
ConsotiOat~d Statements of Stockholder~" Eq~titv and Comprehensive Income, For the 52 weeks ended Aua’ust 29. 2004. Aue’ast ~ I, 200~ and
Seatember 1. 2002
Consolidated Statements of Cash Flow~, for the 52 weeks e~ded August 29, 2004. Aa~,ust 31. 2003 and S~,tembrr t. 2002
Not~s to Consolidat~ Financial ~tat~m~t~

31
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33

34
35
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Item 9--Changes in and Disagreements with Accountants an Accounting and Financial Disclosure

Item 9A---Conh’ols and Procedures

The Company car~vd out an evaluation as of August 29. 2004, under the supervision and with the participation of the Company’s management, including the
Chief Exvoufiv¢ Officer and Chief Financial 01Truer, of the effeotivenes~ of th~ design and operation of its disebs~tre controls and procedures pursuant to
Exchange Act.Rule 13a-15(e) and 15d-15(e). Based upon that evalttation, the ChiefExeantive Officer and the Cldef Finandal Offi0er concluded that the
Company’s disclosure controls and procedures are effective to timely alert them to any material hformafion relating to the Company (ind~ting its consolidated
subsidiaries) that mast be included in the Company’s petiodie Securities and Exchange Commission filings. There have been no significant changes in the
Company’s internal centrals or in other factors that could significantly affect internal controls subsequent to their evaluation.

At the end of fiscal year 21)95, Section 404 of the Sarbanes-Oxley Act Wil~ require management of the Company to provide in its annual report an assessment
the effectiveness of the Company’s internal controls" over finanoial reporting and the Company’s independent public aqoouniing firm will be required to attest to
managemant’s ass~ssmant. The Company is in the process of’performing the system and-process doeumantation, evaluation and testing required for management
to make this assessment and for the aaditers t3 provide its attestation report. The Company has not completed this process or its assesSment, and this process will
require significant amounts of management fim~ and resources. In the enmse of evaluation and testing, management may identify deficiencies that will need to be
addressed and remediatecl.

Item 9B--Other Information
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Item 10----Directors and Executive Officers of the Registrant

The information required by this Item concerning the Directors and nomine¢s for Dircet0r of the Company is incorporated herein by reference fo Costco’s Proxy
Statement for its Annual Meeting of Stockholders to be hold on January 27, 2005 ("Proxy Statement"). The Proxy Sta*eraent will b¢ filed with the Securities and
Exchange Commission within 120 days of the end of the Company’s fiscal year.

The following is a list of the names, ages and positions oftho executive officers oftho registrant,

Name Age Posl~en With Company

Jeffrey H. Brotman 62 Chairman of the Board "

Kichard A~ Galanti 48 Exeoutiv¢ Vice Prasident and Chief Financial Officer

Paul G. MoNton 53 Executive Vice Presiden..tt Real Estate Development

Douglas W. Sehutt - 45 Exeeutivo Vice President, Chiof Operat~g Officer, Norther!!Midwest Di’¢islan

Dennis R. Zook 55 Exeeutiv~ Vice President, Chief Operating Officer, Southwest and Meglco Divisions

James D. Sinegal has been President and Chief Executive Officer ofth* Company since October 1993. From its inception ma~il 1993, he was President and Chief
Operating Officer of the .Company and sorted as Chisf Exeentiw Officer from August 1988 until October 1993. Mr. Sinegal was a co-founder of the Company
and has been a director since its inception.

Jeffrey H. Brotman was a fotmfler and Chairman of the Board of the Company from its inception until October 1993. In October 1993, Mr. Brotmaa became the-
Vice Chairman of the Company, and has sorv~t as Chairman since Deeembor 1994.

Richard D. DiCerchio has been Senior Executive Vice President of the Company since t 997. During fiscal 2004 Mr. DiCemhi0 assumed the responsibilitle~ of
Global Operations and Manufacturing and Ancillary Businesses and relinquished the role ovor Merchandising, which he had held ~ince August 1994. He is Chief
Operating Officer - Global Operations, Distribution and Construction, Manufacturing and An~llmy Businesses. Until mid-August 1994, he also sewed as
Executive Vice President, Chief Operating Officer-lqorthern Division. He was a~pointed Chief Ot~rating Offioer-Wastom Region of the Company in August
1992 and was appointed Executive Vie~e President and director in April 1986. From lune 1985 to April 1986, he was Serfior Vico President, Merchandising of the
Company. He joined the Company as Vice President, Operations in May 1983.

Richard A. Galanti has been a director of the Company since Jmauary 1995, and Executive Vice President and Chief Financial Officer of the Company since
Octolx~r 1993. He was Senior Vice Pre~dant, Cl’fief F’mancial Officer and Treasurer oftlm Company ~om ffaanary 1985 to October 1993, having joined as Vice
President-Fimme¢ in March 1984. From 1978 to February 1984, Mr. Galanfi was an associate with Donaldson, Lufkin & ffera’ctt~ Securities Corpomtian.

W. Craig ~’elinek has been Executive Vice President, Chief Operating Of~cer, Merchandising since Febmasy 2004. Prior to that data he was Chief Operating
Officer--Northern Division since Sopten±er 1995. He had been Senior Vice Pr~sidem, Op~mtiom---Northwest Region since September 1994. From May 1986
to Sept~nber 1994, he was Vice President, Regional Operations Manager---Los AngcIcs Raglan and has hold parians managcmont positions sinoo joining Casino
Whele~ale Corporation in April 1984.
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Paul G. Moulton has been Executive Vies President, RealFat,ate Development since February 200I. He lind been responsible for Marketing, E-commerce and
Member ServSces since October 1999. He w~s Senior Vice President, information Systems from November 1997 to August 1999. From 1995 to 1997, he was
Senior Vice President, Chief Operating Officer of Costca Asia; and from 1992 to 1995 he was Senior Vice President, ChigfOperating Oftieer of Costco Fatropo.
From 1990 to 1992, Mr. Moulton was Vice President of Finance and Corporate Treasurer and has held various management positions sincejoining Costen
Wholesale Corporation in July 1985.

Joseph P. Pattern has been Executive Vice President, Chief OperatLug Officer--E~storu Division of the Com!~any since August 1994 and assumed the additional
responsibilities of Chief Operating Officer- Canadian Division in September 2000, He was Senior Vice President, Operations--Northern California Region
from October 1993 to August 1994. From August 1991 to October !993, he was Senior Vice President, Merchandising--Non Foods of Costeo Wholesale
Corporation, and has held various management positions since joining Costco Wholesale Corporation in Apn’l 1984.

Douglas W. Sehutt has been Executive Vice President, Chief Operating Officer--Northern/Midwest Division, since February 2004. He was Se~fior Vice
President’ E-Commerce, Business DeIivery, Costeo Home, Speei~! Order Kiosk and Rooxishows from 2001 to February 2004. From 1993 to 2000 Mr. Schutt
held the title of Senior Vice Pr~ident, Non-Food~ Merchandising and prior to that held the position of Vice President, Non-Foods for the Pfic~ Company.

Thomas Ko Walker has been Executive Vies Pr~ident, Construction, Di~tribution and Traffic sinw Febnmry 2004. He was Senior Vi~ President, Construction,
Distribution and Traffic fi’om August I992 to February 2004. From 1984 to 1992, he was Vice President, Regional Operations - Southeast t~egion. He joined the
Company as Assistant Warehouse manager in July 1983 and opened Costoo’s second warehouse in Portland, Oregon as Wmehouse Manager in October t 983. "

Dennis R. Zook has been Execotive Vice President, Chief Operating Officer---Southern Division of the Company since the Merger in October 1993. His
management reaponsibilities 0.tso include the Company’s joint vent-are operatian in Mexico. He was Executive Vice President of The Price Company since
February 1989. Mr. Zook became Vice President of West Coast Operations of The Pries Company in Oetdoer t 988 and haa held variou~ management positian~
since joining The Price Company in October 1981.

T̄he Company has adopted a code of ethics for senior financial officers pursuant to section 406 of the Sarbanes Oxley Act. Copies of the code are available free
of charge by writing to Secretary, Costeo Wbolesale Corporation, 999 L~ke Drive, Issaquah, WA 98027.

Item ll--Execuflve Compensation

The information required by this Item is i~eorporated herein by referenes to the Proxy Statement. The Proxy Statement will be filed with the Securities and
Exchange Commission within 120 days of the end of the Company’s fiscal year.

Item 12-.--Security Ownership of Certain Benefidal Owners and Management

The information required by this Item is incorporated herein by reference to *.he Proxy Statement. The Proxy Statement will be fried with the Securities and
Exchange Commission ~vithin 120 days of the end of the Company’s fiscai year.

Item 13--Certain Relationships and Related Transactions

The information required by this Item is incorporated herein by reference to the Proxy Statement. The Proxy Statement will be filed with the Secutifi~ and
Exchange Commission within 120 days of the end oftbe Company’s fisesl year.

Item 14---Principal Accounting Fees and Services

The information required by this Item is incorporated h~rein by reference to the Proxy ~tatement. The Proxy Statement will be filed with the S~eurities and
Exchange Commis~iort within 120 days of the end of the Company’s fiscal year.
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Item IS--Exhibits, Finaneial Statement S~heduIes

(a) Documents filed as pm’t of this report are as follows:

1. Financial Statements:

See listing of Financial Statements inoluded as a part of this Form 10-K on Item 8 of Part II.

2. Fhnaneinl Statement Schedules--None.

3.     Exhibits:

The requkc,-d exhibits ~re included at the end of the Form IO-K Annual Report and are described in the Exhibit Index immedial~ly pre~*ding
the first exhibit.

One report on Form 8-K was fil¢d during the 16-week period end¢d August 29, 2004--un May 27, 2004. On October 7, 2004, subsequent to the
Company’s fisoal year end, the Company filed a Form 8-K that contained its l~ress release of the financial results of the feurth quarter and fiseaI
year 2004. Additionally, on Ootober 13, 2004, the Company filed a Form 8-K that contained its presg release announcing the eleetion of Sman
Dooker as a now member of its Board of DkeetalS.

Financial Statement Schedulas--None.
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Pursuant to the requirements of Section 13 or 15(d) of the ~ondfies Exchauge Act of 1934, the regislmnt has duly caused this report to be signed o,a its behalf by
the undersigned, thereunto duly authorized.

Nowmber 12, 2004

Cosrco wno~s^L~ co~o~
~e~istrant)

By /~/ R~ A.

Richard A. Galanfi
Executive Vice Peesident

and Chief Finaneial Officer

This report has been signed below by the following persons on behalf of the re~isWant and in the capaeitie~ and on the date~ indicated, pursuant to the
¯ requirements of the Securities Exchange Act of 1934.

November 12, 201)4

By Is/ 3~m~w H. B~oaz~a~

3eiTrey H. Brotman
" Chairman oftheBaard

November 12, 20~4

By
¯
/s! Rac~m~ D. IXC~cmo

P, Jehard D. DiCerchio
St. Executive Vice President, Chief Oaveraffng OJ~cer

Global Operations, D~tribufion and Construction,
Manufacturing andAndllary Businesses and Dtrector

November 12, 2004

By /sf P~c~m~ A. GAt~,m

Richard A. Galmati~xecutive Vice PreMdent,

Director ~r~@al ~ncial

Noveml~er 12, 2~04

By " tsl D.~vm S. Pm’rc~so~

David S. Petterson
Senior Vice President and Controller

(Principal Ac¢o~ming

November 12, 2004

By Is/ D~. Bm,nAMm S. Cmso~�, S~., M.D.

Dr. Benjamin S. Carson, St,, M~D.
D~reclor

Novemb~" 12, 2004
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~usan Decker
Director

November 12, 2004

By /s/ DA~m~ J. EvAns

Daniel -L Evans
Director

November 12, 2004

is/ W~Lg~ tL

Willim I-[. G~tes
Director

N6vember 12, 2004

Is/ HAM~LTO~ E. J~M.~S

Hamilton E. Jam~s
Director

November 12, 2004

By Is/ Pacmu~ M. Lm~so~

Richard M. L~eraon
Director

November 12, 2004

November 12, 2004

By /s! C,qA~ZS T. Mu~Gmt

Charle~ T. Mung~r
Dire~or

November 12, 2004

By¸ /s! J~L~. $. Rucm~m~us

Jill S. Ruekelshaus
Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Costco Whale~ale Corporation:

W~ have audit~fl the accompanying consolidated balanc~ sh~eta of Coston Wholesalo Corporation and subsidiarie~ as of August 29, 20(~4 and August 31, 2003
and the relatad consolidated statements of income, stockholders’ equity and comprehensive income amd cash flows for the 52 weeks ended August 29, 2004,
August 3 I, 2003, and September 1,200Z These comolidate~l financial statemenk~ are the responsibility of the Company’s mmiagement. Our responsibility is to
express an opir~on on these consolidated financial statements baaed on our audits.

We conducted our audits in accordance wffh the stsndard~ of the Publia Company Aeeaunting Oversight Board O.lnited States). Those standards reqail¢ that wo
plan and perform the o.udit to obtain reasonable assurance about whether the consolidated financial statements are flee of material misstatement. An audit
inehdes examining, on a test basi~, evidence supporting the amounts and diselesm-e* in the consolidated financial statembnts. An audit also includes assessing
the acccunling prinoiples used and significant estimates made by management, as well as evaluating the overall consolidated financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In out op~nlon, the consolidated fmaneid statements referred to above present fairly, in all material respects, the consolidated financial position of Costeo
Wholesale Corporation and subsidiaries es of Angust 29, 2004 and August 31, 2003, and the results of their operations and their cash flows for the 52 weeks
ended August 29, 2004, August 31, 2003, and September I, 201)2, in ennfomaity with UoS. generally accepted accounting prinalple*.

As discussed in Note t to the consolidated financial statements, effective February 16, 2004, the Company adopted Emerging I~suea Task Fore* lssue No. 03-10,
"Application of Iasue No. 02-16 by Re.sellers to Sales Incentive* Qffered to Consumers by Manufacturar~,- and effaeliva September 2, 2002, the Company
adopted the fair value method of recording stock-based eompemation expense in accordance with Statement of Finanoial Aeootmting Sttmdm~ No. 123,
"Accounting for Stock-Based Compelasation." Additionally, as disenssed ~n Note 1 to the oonsolidaled financial st0tements, during the fiscal year ended August
3 I, 2003, the ComFany adoptod Emerging Issues Task Fore~ Issue No. 92-! 6, "Acenunting by a Customer (Including n Reseller) for Certain Consideration
P, oeoived from a Vendor," based on the speoific transition g~idance.

/s/ KPMI3 LLP

Seattle, Washington
October 22, 2004
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CONSOLIDATED BALANCE SHEETS
(dollars in thousands except par value)

August 2~, August 31~
2004 2003

CURRENT ASSETS

Shor~-~n~ i.v~s~nan~s
~ ~ ~ 3~747 --

Mereh~se invent~es ~ %~3=585

L~d 2~84,574 2,173,685

E~pment ~d ~es 1,974,995 1,846,324

Less acoumulated depreciation and araort~afion (2,340,347) (2=045,418)

C~NT L~S

AcII~payable 3 600~0 3 ~31,320

Accrued/~es and o~er ~ ¯
2~,~9 ~7 392

~nt ~£~on lon~t~ debt 305 5~ 7 051

LONG-TERM 111% excl~dl!g current !!rtlon 993 746 1 89 649

NE[NORITY INTEREST 59,266 t26,117

!_ _r~..~’Ii~_!..s..t_££....k_!.,._Op.5_l! y~a~....~_.; ~.!!,lO,OOO sh=es unau~odzed; no sh~ issued ld oultl!= __ __

Addi~o~ ~d-M cg~ital ~ ~ /,466,3~
1 280,942

Re£ned oinl 6,139,9£ 5,349,731

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME
(dollars in thousands, except per share data)

Net sales ~ ~ $ ~2,I45~7.=1~    $ 41 69~699    $ 37,993 093

OPERATING EXPENSES

Selling, general and administrative 4,597 877 4 097,398 3,575,536

Provision for impaired assets and closing casts, net 1,000 I9,500 21,050

Interest income and o~er 51,627 38~ 35.745

Provision for inceme taxe~ 518,231 437,233 438,201

Basic $ 1.92 $ 1.58 $ 1.54

Basio . ~ . ~- ......~ . . ~ ~ 459~23 456,335 453,650

~vid~ per sh~ $ 0~O $ ~ $ --

The accompanying n~tes are an integral pm’t offfaese consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDI~RS’ EQUITY AND COMPREHENSIVE INCOME

For the 52 weeks ended August 29, 2004, the 52 weeks ended August ;31, 2{103
........... andthe-S2 .weeks-endedSeptembert~-201}2- .............................................

(in thousands)

Common Stock O~her
Additional A~cumulat~l
Pald~lu Comprehenslv~ Retained

Share~ Amount Capital Income/{l~) Earnings Tolal

Comp~ehvnsivo Income    .                                                                                                 -

Other ae.eumulated comprehensive income Foreign currency lranslation
adjustment .... 15,885 -- 15,885

Stock ~? .l~_’.ons exercised including income tax benefits and other 3,571 1 g 95,402 -- -- 95,420

~ ~tehensive Income                                 .

Other ~cmauhted eomptohansive i~como Fo~ign curtsey ~ra~slalion
adjustment ~ -- -- 79;745 -- 79,745

Stock options exercised includingincome tax benefils and other 2~154 " 10 47,919 -- ~ 47,929

Co_m..~r,,ehensive Income

Other accumulated comprehensive inoome Foreign ourreney translation
and other -- -- ~ 94,124 -- 94,124

Stock options exercised including income lax benefits and other 5~153 26 14~85 -- -- 148,811

~toc _k=._h~.ed~eg...m.~nsation ~_ -- -- 3~508 -- ~ 36,~os

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLoWs
(dollars in thousands)

52 Week~ 52 Weeks 52 Week~
Ended Ended Ended

August 29, August 31, Septem~r
2~4 2003

Netineo~e ~ ~ ~ $ 882~3 ~ 721~000 $ 699;983

Stock-based co~ .~...~safion - ’ 36,50~ 12,069 ~

Nc~e in ~ payable 211,990 226,5~ 187,655

Addilions to ~pr..~p~_,r~a_n. d ~uipment " ~(~0~5 620~ .(.8..10 66Y1 (1.038 605)

Pm’oha~ ofminority interest ~95 153) -- --

~ _a~y.~/_.d.e~reas¢ in ~o~t-term inv~slraents ¯ (303,945) -- 4,928

Exercise ofsto~k options 124,744 34,667 66,771-

CASH AND CASH EQUIVALENTS BEGI~’NING OF YEAR 1,545,439 805,518 602,585

Cash paid during the.~enr for:

........................................................................ ~ ~’~ ~ ~ ’~’~’-’ ~ ~ ’~ ~ .~-~ ~ ~"~-~ ~ ~ ~ ~,~:- ,:- ~-~ ~ ~ ~ ~ ~;.~ ~~ ~2~4~$:~
In~me~x~                                                                         $ 327368     $ 320,5~     $ 351,003

The accompanying ~aote~ are an integral pa~t of~ese consolidated financial s~atements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

Note" 1--Summary-of Significant Accoueting-Policies .....................................

Basis of presentation

The consolidated financial statements include the accounts of Costco Wholesale Corporation, a Washington corporation, and its subsidiaries ("Costoo" or the
"Company"). All material inter-enmpany transactions between the Company and its subsidiaries have been eliminated in consolidation.

Costco ope~atas membership warehouses that offer low prices on a limited selection of nationally branded and selected private label products in a wide range of
merchandise eateguries in no-frills, self-service warehouse facilities. At August 29, 2004, Costco operated 441 warehouse clubs: 324 in the United States and
three in Puerto Rico; 63 in Canada; 15 in the Uniteit Kingdom; five in Korea; three in Taiwan; four in Japan; and 94 warehouses in Mexico xs~th a joint ventmo
partner.

The Company’s investments in the Co,tee Mexico joint venture and in other uncormolidated joint ventures, that are less than majority owned are aecotmted for
under the equity method. The investment in Costoo Mexico is included in other assets and was $178,997 at August 29, 2004 and $167,293 at August 31; 2003.
The equity in earnings of Costco Mexico is included iu interest incomeaed other and for fiscal 2004, 2003 and 2002, was $22,208, $21,400 and $21,028,
respectively. The amount of retained earnings that represents ~ndistributed earnings o1" Costco Mexico was $108,282 and $86,074 at August 29, 2004 and August
31, 2003, raspeetively.                                                                                                    _

F~seal Yews

The Company reports on a 52/53-week fiscal year basis, which ends on the Sunday nearest August 31st. Fimal years 2004, 2003 and 2002 were 52-week years.

Cash EquPvalenls

The Company considers all highly liquid investments with a maturity of three months or less ~t the date of purchase and proceeds due from credit and debit card
transactions with settlement terms ofles~ than five days to be each eqnivalenta. Of the total cash and ca~h equivalents of $2,823,135 at August 29, 2004 and
$1,545,439 at August 31, 2003, credit and debit e~rd receivables were $441,244 and $412,861, respectively.

Shorr-t~qn InvesUnents

Short-term investments hhve a maturity of tlnee months to five years at the date of purchase. Investments with maturities beyond one year may be classiffmd as
short-term based on their higMy liquid nature and because such marketable securities represent th~ inwstment of cash that is available for current operations.
Short-tenn investments classified as available for sale are recorded at market value using the specific identification method; unrealized gains and losses are
reflected in other accumulated comprehensive income or loss. Included within corporate notes and bonds are investments totaling$171,I 79 that have been
designated as "hold to ra01urity securities" and are recorded at cost. At August 29, 2004, the cost of those sesurities approximated market value.

Short-term invostments at Augus~ 29, 2004 were as follows:

Money m~ket mural ~n~ " ~5,112 ~ ~ 25 112

Asset b~k~
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(dollars in thousands, except per shore data) (Continued)

-Note-l--=Summary of Significant Acenuuflng-Palicies (Continued) .............................................................

Reeebaable~, net

Receivables consist primarily of vendor rebates and promotional allowances, i~ceivables from government tax authorities and other miscellaneous amounts due
to the Company, and are net of an allowance for dgubt ful accounts of $1,139 at August 29, 2004 and $ !,529 at August 31, 2003. Management de.ten’nines the
allowance for doubtful accounts based on known troubled accounts and historical experience applied to an aging ofascounts.

Ponder Rebates and dllowanees

Periodic payments from vendors in the form of volume rebates or other purchase discounts that are evidenced by signed agreements are reflected in the carrying
value of the inventory when earned or as the Company progresses towards earning the rebate or discount and as a component of cost of sales as the therchandisc
is sold. Other consideration received from vendors is generally recorded as a reduction of merchandise costs upon completion of contract,hal milestones, terms of
the related agreement, er by other systematic and rational approach.

Merchandise lm, entori~

Merchandise inventories are valued at the lower of cost or market as determined primarily by the retail inventory method, ~md are stated using the last-in,
Fast-out (LIFO) method for ~ubstantlally all U.S. merchandi~ inventories. Merchandise inventories for all foreign op,rrations are l~rimarily valued by tbe retail
method of accounting, and are stated using the lit’st-in, first-out (FIFO) method. The Company believes the LIFO method more fairly presents the rosults of
operations by more closely matching current costs with current revenues. The Company records an adjustment eneh quarter if necessary, for the expected annual
effect of inflation and these estimates are adjusted to ~etnal resalts determined at year-end. The Company considers in its calculation of the LIFO cost the
estimated net realizable value of inventory in .thgse inventory pools where deflation exists and records a write down of inventory where estimated net realizable
valua is less than LIFO inventory. The LIFO inventory adjustment for the fomth quarter of fiscal 2004 decreased gross margin by $590 as compared to an
increase of $14,650 in the fourth quarter of fiscal 2003. If all merchandise inventories had been valued using the FIFO method, inventories would have been
inwer by $13,410 and $19,500 at August 29, 2004 at August 31, 2003, respectively.

August 2~, August 31,
2@~4 2903

United States (p~y LIFO) ~
~ ~ $ 2,903 551 $ 2,668,342

The Company provides for estimated inventory losses between physical inventory counts on the basis ego standard percentage of sales. This provision is adjusted
periodically to reflect the actual shrinkage results of the physical inventory eeunt~, which generally occur in the second and fourth quartom of the Company’s
~eal yem’.

Properg~ and Equlpment

Property and equipment are stated at cost .Depreciation and amortizalinn expenses are computed using the straight-line method for financial repo~ng parposes.
Buildings are generally depreciated over twenty-five to thirty-five years; equipment and fixtures are depreoiated over three to ten years; leasehold improvemenls
are
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data) (Continued)

Notd*].~S~k~r~f6fSVgfiifi~:fiit-A~e6Unting Policies (Coa6nued)

~o~d over ~e ~ifial te~ of ~� l~o or ~e uec~l I~ of~e ~so~. ~v Comply ~pi~es ce~n ~ r~d ~ ~� ~i~fion and dvv¢lopment of
so~¢ ~d amo~es ~os~ cos~ mlng ~� s~i~t-linc m~h~ o~r ~eir ~fimmed us¢~l live, w~ch r~ge ~om ~r~ ~ five y~.

Interest costs inonrmd on property and equipment during the construction period am capitalized. The amount of interest costs capitalized was $4,155 in fiscal
2004, $3,272 in fiscal 2003, and $13,480 in fiscal 20~2.

Impairment of Long-Lived Assets

The Company periodically evaluates the realizability of long-lived assets for impairment when management makes the decision to relocate or close a warehouse
or when ¢veats or changes in circumstances occur, which may indicate the carrying amount of the asset may not be recoverable. The Company cvahmtes the
carrying value of the asset by comparing the estimated future undisoountext cash flows generated fiom the use of the asset and its eventual disposition with
asset’s reported net canying value. The Company recorded a pre-tax, non-cash charge of $2,592, $4,697 and $0 in fiscal 2004, 2003 and 20~2, respacfively,
reflecting its estimate of impairment relating to rea! property. The charge reflects the difference between the cmying value and fair value, which was based on "
estimated market valuations for*hose assets whose carrying value is not 0tLrrently anticipated to be recoverable tb_rough future cash flows.
~oodwill

Goodwill, net of accumulated amortizalion, resulting from certain business combinations is included in other asse~ and totaled $65,721 at August 29, 2004 and
$46,549 at August 31, 2003. The increase in goodwill was d~ to the Company increasing its ownership in Costco Wholesale UK Limited f~om 80% to 100% in
the first quarter of fiscal 2004. The Company follows Statement of Financial Accounting Standards (SFAS) No. 142, "Accounting for Goodwill and Other
Intangibles," which specifies that goodwill and ~ome intaagib!e asseas should no longer be mno~zed, but instead will be subject to periodic impakment testing.
Accordingly, the Comimny renews p~viously reported goodwill for impairment on an annual ba~, or more freq~anfly if circurl~ta~ee~dietate. No impairment
of goodwill has been incurred to date.

Accounts Payable.

Tim Company’s banking system provides for flie daily replemshment of major bank aec0unts as cheeks are presented. Accordingly, included in accounts payable
at August 29, 2004 and August 31,2003 are $438,025 and $216,980, respectively, representing-the excess of outstanding eheelra over cash on deposit at the
banks on which the checks were drawn.
Inaurance/Self lnsuranee Liabilities

The Comply m~ a coW.arian of ~ a~ sdf~m~ m~h~i~ ~o provide for t~ po~nfial liahififies for wo~em’ comp~safio~ ~ne~ liab~W,
prope~ ~¢e, dir~ ~ office" H~ili~, veHele liabfli~ ~d employee heal~ ~e b~nefi~. L~fies ~o~t~ ~ ~o ~ ~at ~ ~ed by ~
~mp~y m not d~co~ and ~ ~fimat~ ~ p~ by eonsi~ ~sto~eM dai~ ox~ca and ou~i~ ex~, ~o~o f~m, sewfiW faetom
and o~ ao~ ~pfiom. ~o ~ma~ ~mals for ~ liabilities ~uld ~ al~ifi~fly ~cot~d if ~ o~o~ and clai~ differ ~m ~
~pfio~ ~ ~ofical ~en~.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Derivath~es

The Company has limited involvement with derivative f’maneial iastraments and uses them only to manage well-defined interest rate and foreign exchange risk~.
Short-term forward foreign exchange contracts are used to hedge the impa~ of fluctuations of foreign exchange on inventory purchases. The on!y significant
derivative instruments the Company holds are interest x’ate swaps, which the Company uses to manage the interest rate risk agsociated with it~ borrowings and to
manage the Company’s mix of fixed and variable-rate debL As of Aagust 29, 2004, the Company had "fixed-to-floating~ interest rate swaps with an aggregate
notional amount of $500,000 and an aggregate fair value of $25,754, which is recorded in other assets. These swaps were entered into effective November 13,
2001, and March 2.5, 2002, and vxe designated and qualify as fair value hedges of the Company’s $300,000 7 1/8% Senior Notes and the Company’s $300,000
5 I/2% Senior Notes, respectively. As the terms of the gwaps match those of the underIying hedged debt, the changes in the fair value of the.so swaps are offset by
corresponding changes in the fair value rocerded on the hedgext debt, and rosalt in no net earnings impact.

Equity Investments in Subsidiary

On October 3, 2003, the Company aoqaired from Carmfottr Nederland B.V. ils 20% equity interest in Costco Wholesale UK Limited for cash Of $95,153,
bringing Co~teo’s ownership in Costeo Wholesale UK Limited to 100%. In conjunction with this purchase the Company increased the carrying vaIuc of the land
and buildings ofcosten Wholesale UK Limited by $12,808 and recb~ded goodwill of $16,719.

Foreign Currency Trar~’tatior~’

The’functional otm-enoies of the Company’s intemafienal subsidiari~ are the local anrreaoy of the country in which the subsidiary is located. Assets and
liabilities recorded in foreign em-~enoies, as well as the Company’s investment in the Costen Mexico joint venture, are translated at the exchange rate on the
balance sheet date. Tran¢lafion adjustment; resulting from ~hk process are charged or credited to other accumulated comprehensive income (loss). Revenue and
expenses of the Company’s consolidated foreign operations are translated at average rates of exchange prevailing dining the year. Gains and Iosses on foreign
curranoy transactions are included in expensen and were not significant in either fiscal 2004, 2003, or 2002.

Revenue Recognition

The Company recognizes sales, net of estimated returns, at the time the costomer t~kes possession of merchandise or receives Setwiees. When the Company
collects payment from customers prior t~ the transfer of ownership of merchandise or the performance of scrolls, the amount received is ~eeorded as deferred
revenue on the consolidated balance sheets until the sale or service is completed. The Company provides for estimated sales returns based on historical returns
levels. The reserve for sales returns (sales rettuns net of merchandise costs) was $5,524 and $4,869 at August 29, 2004 and August 3 t, 2003, respectively.

Membership fee revenue represents annual membership fees paid by substantially all of the Company’s members. The Company accounts for membemhlp fee
rcvc~aue on a "deferred basis," whereby membership fee revenue is recognized ratably over the cue-year term of the mem~rship. The Company’s Executive
members qualify for a.2% reward (whloh can be redeemed at Costoo warehouses), up to .a maximum of-$500 per year, on all qualified pmchasee made at Costeo.
The Company accounts for this 2% reward as a geductlon in sales, with the related liability being classified within other current liabilities. The sales I~lu~tion
and corresponding
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data) (Continued)

=---Note-l~--Summ~ry ofSignificant Accou~fi~gP~lictes (Continued)

liability are computed after giving effect to the estimaled impact of non-redemptions based on historical data. The .reduction in sales for the fisval years ended
August 29, 2004, August 31, 2003 and September 1, 20D2, and the related liability as of tho~e dates were as follows:

Fiscal Year Ended

August 29, August 31,     September
2~U4 2003 2002

Two-percent unredeemed reward liability $170~941 $ 114,681 . $ 94,448

Merchandise costs consist of the purchase prick of inventory sold, inbound shipping charges and all costs related to om depot operations, including freight from
depots to selling warehouses. Merchandise costs a~so include ~alarlos, benefits, dapreeiation on produelion equipment, and other related expenses inearred in
certain flesh foods and ancillary depadmen~s.

~elling, General and,4dminfstratiw Expensea

Selling, gen~-dl and administrative expanses consist primarily of salaries, benefits and workers’ compensation costs for warehouse employees, other than fresh
foods and oertain ancillary bnsinesscs, as well as all regional ahd homo office employs, including buying personnel. Selllng, gec~ral and administrative
expenses also include utilities, bank charges and substantially all building and ¢qaipment depreciation, as well as other operating costs incurred to support
warehouse operations.

Marketing and Promotional Expenze~

Costen’s poliey is generally to limit marketing and promotional expenses to new warehouse openings, occasional direct mail marketing to prespeotivo new
m~abers and direct mail marketing programs to existing membe~z promoting selected merchandise. Marketing and promotional costs are expensed as inousred,

Preopening expenses related to new warehouses, major remodets/expanslous, new regional offices and other slartup operations are expensed as incatrred.

8toci-Based Compensation

The Company adopted the fair valu~ based method of recording stock options consistent with SFAS No. 123, "Accounting for Sto~k-Based Compensation," for
all employee stock options grant~l subsequent to gscal year cud 2002. Specifically, the Company adopted SFA8 No. 123 using the "txosp~otive method" with
guidance provided from SFAS No. 148, "Accounting for Sto~-Bas~ Compeusafien - Transition and Disclosure." All employee stock option grants made since
the beginning of fiscal 2003 have or will be expemed over the related stock option vesting period based on the fair value at the date the options are granted. Prior
to fiscal 2003, the Company applied Accounting Principles Board Opinion (AFB) No. 25, ~’Accounfing for Stock Issued to Employees," and minted
interpretations in accounting for stook options. Because the Company granted s ~l~ok options to employec~ at exemise prices equal to fair market value on the date
of grant, no compensation cost was reoognized for option grants.
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Note I:=-Su refit ary -oYSigliifi ~t~kccou ntin-g Policie~(Co~tin~e~l)

Had ~m~afion co~ for ~e C~pany’s ~k-~d compensation pl~ b~n d~t~ned ~ed on
fisc~ 2003, ~d~ those plans ~d co~istc~ ~4~ SFAS He. t23, ~� Copy’s net incom~ and net hcome ~r sho� would hav~ b~n xv~ed to thv p~ fo~a
~ ~dioa~ b~low:

Fl~a] Y~r E~ded

August
29, Aag’zst 31, September

2004 20,83 1, 200~

Add: Stock-based _ta~a_p.l~y~e~ co~pcnsation expense included in r.� _~._f~l not income, net of related lax effe0ts 23 000 7,513 --

Fair V~ffne of Financi!! Instraments

The carrying value of the Company’s financial instruments, including cash and cash cq[uivalon~s, receivables and accounts payable approximate fair value duo to
their short-term nature or variable interest rates. Shor~term investments classified as available for sule a~e ~ecorded at market value with unrculized gains or
losses reflected in other accumulated comp~Jaensive income or loss. Short-term investments designated as"kold-to-mahaity" securities arc recorded at cost
and approximated market value at August 29, 2004. The fair s~lue of fixed rate d~bt at August 29, 2004 and August 3 l, 2003 was $1,581,368 and $1,415,252,
rc~x~tlvdy.

Warehouse closing costs incurred.relate prinolpully to the Company’s offers to rclo~ate ce~ain warehouses that wore not otherwise imputed to larger and
bettar-located faoilifieso The provision for fisoa! 2004 included charges of $16,548 for warehouse closing expenses offset by net gains of $15,548 rohted to the
sale of zeal property. Tho fi~ca12003 provision included chargus of $i 1,836 for wa~hoas¢ closing ¢xpcasus mzd $2,967 for net lossus on the ~ of ~¢al pml~rty.
As of August 29, 2004, the Company’s reserve fo~ watchcase dosing costs was $10367, of which $9,184 related to future lease obligations. This compares to a
rosette for warehouse closing costs of $8,609 at August 31, 2003, of which $7,833 r~lated to future lease obligations.
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-Note-l==Summary of Significant Accounting Policies (Continued) .......................................................

Interest Income and Other

Interest income ~nd otber incind~s:

Fiscal Year Euded

August 29, August 31, September

Minority interesffeaming~ of affiliates wd o~er 20.090 17,325 19,740

The Company ~�~¢nfly d~tcnnlncd that its joint vvntmv Costco M~i¢o l~d in~fly ~ ~ ~� Crappy ~ ~ount of dcf¢~ ~ r~r~ ~ ~s~
Me.co ~r SFAS No. 109, ’~A~oun~g fm ~com~ T~Y ~ a ~ ~ C~p~y ovc~t~ i~ shoe ~ Se ~W ~ ~ of ~o Me~
(~p~ed in in~r~t ~me ~d o~er) ~ ~ y~ ~4. 2003 ~d 2~2 by a~ro~ma~ly $1,0~, $1 .~0 ~d ~.0~ r~cfively - repr~n~g
of ~c Colby’s inco~ ~fo~ ~me ~ ~ ~ch of ~ y~. ~e e~afi~ ba~n~ s~t e~t (~efl~
h~ ~en ~ ove~te ~e Compmy’s ~ve~t h Costco Me~o by appm~ty $~.0~, or l~s ~ .16% of ~ ~e~ at ~ 20~ gem ~. ~e
Crappy beffev~ ~t ~e ~¢~ ~g of ~fe~ ~ of ~s~o Me.co ~ ~t m~fiMly impacted i~ consoli~t~
position or ~ flo~. Ac~ngly. ~ moun~ h~e not ~ ~juM~ ~ ~e ~m~ng eomoli~t~ fin~ci~ s~n~.

The Company accounts for income taxes under the provisions of SFAS No. 109, "Accounting for Income Taxes." That standard reqtfirea companies to account
for dcfvrred in.me taxes using the asset and liability method.

Under the asset and liability, method of SFAS No. 109, deferred tax assets and liabilities a~e recognized for the future ~ax conse, qucnces a~ibated to ddffcxunoes
between tho finuncial ~tatemont eanTh~g amounts of e,~isfing assets and liabilities and their respcc.tive tax bases and tax credits and loss can-y-forwasds. Defer~od
~a~ asse~s and liabilities ave mcasmed using enacted ~x rates expected to apply to taxable income in the yva~ in which those temporary differences and
can’y-fov~a~ds are �~pootcd to b¢ recovered o~ sottlod. Tho offoot on deferred tax assets and liabilities of
period that includes th~ enactment date. A valuation alIowanc~ is established when necessary to reduce deferred tax assets to amounts expected to be realized.
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¯ " "Not~ l-~’umm-ar)~fSigniflcant-Accou~ting Policies (Continued)

Net [ncotr~ Per Comraon and Common Equivalent Shctre

The following data show the amonnt~ used in computing earnings per share (EI’S) and the effect on income and the weighted average number of shares of
dilative imtenfial common sleek-

55 Weeks Ended 52 Weeks Ended 52 Weeks Ended
August 29, 2004 August 3I, 2003 September 1, 2e02

Interest on convertible bonds, net of tax 11,607 I 1,109 10,602

Stock options (000’s) 3,892 3,O16 6,267

The diluted share base calculation for fiscal years ended Auffast 29, 2004, August 31, 2003 and September 1, 2002, excludes 24,747,815, 33,362,000 and
6,908,000 stock options outstanding, respectively. The~e options are exchd~d due to their anti-dilutive effect.

Dividends

C̄ostco’s Board of Directors deolased two quaflerly cash dividends of $0.I0 per share in fiscal 2004. The first quarterly cash dividend of $0.10 per share, in the .
amount of $45,939, was paid May 3 t, 2004 to shareholders of record at the close of business on May 10, 2004. The seeonfl quarterly cash dividend of $0.10 per
share, in the amount of $46,198, was paid August 27, 2004, to shareholders of record at the close of business on Jdy 23, 2004. The Company presently e.xpe~
to pay a cash dividend on a quarterly basis going forward.

Stock Repurchase Program

On 2qovember ~0, 2001, the Company’s Board of Directom approved a ~tock rvpurcha~ program autlmrizing the repurchase of ~p to $500,000 of Cost¢o
Common Stock through November 30, 2004. Under the program, the Company could repurchase shares at any time in the open market ar in private ~iious
as market conditions warrant. The repurchased shares would ~onstitute authorized, but non-issued shares and would be used for general corporate purposes,
including st0~k option grants under stock option programs. Oa October 25, 2004, the Board of Directors renewed the program for another three years. To date,
no share~ have been relmrehased nnder either program.

Recent Accounting Pronouncements

In March 2004, the Hnaneial Accounting Standards Board’s (FASB) Emerging Issues Task Fome (EITF) reached a consensus on El’IT I~sne Nb. 03-1, ’Who
Meaning of Other-Than-Temporary Impairment and Its Applieatiou to Certain lnveslments," (EITF 03-I ). The guidance prescribes a three-step m .oriel for
determining
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whether an invcslment is other-than-temporarily impaired and rcqui~s disclosures about unrealized loss~ on inv0stments. The accounting guidance is
for reporting periods beginning after June 15, 2004, while the disclosure rvqukements are effective for annua! reporting periods ending after June 15, 2004. In
September 2004, the FASB issued FASB StaffPo~ition EITF 03-I-!, "EiTective Date of Paragraphs 10-20 ofEITF Izsue No. 03-1 ’The Meaning of
Other-Than-Temporary Impairment and Its Application ta C¢~,in Investments," (FSP EITF 03-01-1). FSP EITF 03-1 :I delays the ¢ft~cfive date for the
mvnsurvmvnt and recognition guidance conlained in paragraphs 10-20 of E1TF Issue 03-01. During the period of the delay, FSP EITF 03-1-I s~at~s that
companies should continue to apply relevant "other-than-temporary" guidance The adoption of E1TF 03-1, excluding paragraphs 10-20, did not impact the "
Company’s consolidated financial statements. The Company will assess the impact of paragraphs 10-20 of EITF 03-1 once the guidance has been Kaalized.

In December 2003, the FASB issued Interpretation No. 46 (revised December 2003), "Consolidation of Variable Interest Entities" (FIN 46R), which addresses
how a business enterprise sho61d evaluate whether it has a controlling financial iuterest in an antity through means other than voting fights and accordingly
should consolidate the entity. In general, a variable interest entity is a corporation, partnership, m~t, or any other legal s~ueture used for business purposes that
either does not have equity investors with voting t~ghls or has equity inve~tor~ thnt do not provide sufficient financial resoarees for the entity to support its
activation. FIN 46R tequlres a variable interest entity to be consolidated by a company if that company is subject to a majority of the risk of loss from the variable
interest entity’s activities or entitled to receive a majority of the entity’s re.sidual totems oF boll~ ~[N 46R replaces FASB intexpretation No. 46, "Consolld~tion
of Variable Interest Entities," which was i~sued in Janaary 2003 and iovised ~ implemenlation date to the t’n-st fiscal period ending after March 15, 2004, with
the exception of Special purpose entities. The adoption of this in~preta~ian ~lid not have a material impact on the Company’s enns.ulidated financial statements.

In November 2003, the EITF reached consensus on Issue No. 03-10, "Application of Issue No. 02-16 by Resellers to Sales ]neantives Offered to Consumers by
Manufaetorem," with respect to delermining ifconslderation received by a reseller from a vendor that is reimbursed by the vendor for honoring the vendor’s sale
incentives offered directly to consumer~ should be re~rded as a reduction in sales. These rules apply to transactions entered into by consumers in fiscal periods
"vcginning after November 25, 2003 and, there,’era, apply to such h’aasaction~ siartlng with the Company’s fiscal third quaffer of 2004, which began February 16,
2004. The adoption of El’IT 03-10 did not afftmt the Company’s consolidated gross profit or net income, but did rcmdt in a reduction of both net sales and
merchandis~ costs by an equal mount. For fiscal 2004, net sales and merchandise costs have been reduced by $334,065. Had the Company’s comparable periods
in fiscal 2003 and 2002 been repoltvd under E]TF 03-10 guidance, the sales and vest of sales would have been reduced by $282~.g8 and $24g,155, respe~vely.

In November 2002, the EITF reached consensus on cvilain issues discussed in Issue Ho...02-16, "Accounting by a Customer Oncluding a Rescilv0 for Certain
Considezatiun Received from a Vendor," with respect to datermining how a reseller should characterize ennsideration received flora a vendor and when to
recognize and how to measure that enmideration in its income statenmnt_ Requirements for recognizing volume-based rebates are effective for arrangements
entered into or modified after November 21, 2002 and resellem with other supplier paymants should generally apply the new rules prospectively for ~grovmenta
entered into nr modified after December 31, 2002. The adoption of this consensus by the Company in fiscal 2003 did not have a significant impact on the
Company on an anmml basis. However, the application of the consensus has resulted in a change in the timing for the r~engnition of some vendor allowances for
certain agreements entered into ~ubsuquent to December 3 I, 2002 and extends th~ recognition tim, frame beyond that which was in effect for similar contracts
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entered into prior to De.tuber 31, 2002. Net income for fiscal 2004 was negatively impacted by approximately $2,808 (after-tax) due to the adoption of El’IF
02-16.

Use of E~timates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make e~timates
and assumptions that affect the reported amounts cf assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements and the ~ported amounts of revenu~ and eap~ns~s during the r~porting period. Actual ~esults could differ from those estimates.

Reclassifications

Certain reclassifications have been made to prior fiscal years to conform with the presentation adopted in the current fiscal year.

Note 2---Comprehensive Income

Comprehensive income is net income, plus certain othcr ilems that are recorded directly to stockholders’ equity. Comprehensive income was $976,517for fiscal
2004 and $800,745 for fiscal 2003. Fo~iga cuarenzy h-anslation adjustmenl~ and unrealized gains and losses on short-te~m invostmcn~ arc the components
applied to net income to calculate the Companf~ comprehensive income and tolaled $94,264 and ($140), zespeetively, for fiscal 2004 and $79,745, which
related only to foreign currency lranslafion adjustments in fiscal 2003.

Note 3--Debt

Bwa~ Credit Facilities and Coraraercial Pt~er Progrtm~ (all amounts ~tated in thousands of US dollarn)

The Company has in place a $500,000 commercial paper program supported by a $300,000 bank credit fazility with a group of ten bank~, 0f which $150,000
expired on November 9, 2004 and $150,000 expires on November 15, 2005. At August 29, 2004 and August 31, 2003, no amounts were outsmndlng uadcr the
eanamereial paper program and no araounts wer~ outstanding under the credit facility. The Company presently doe~ not plan to ranew the $150,000 portion of tlm
credit facility that expired on November 9, 2004.

A wholly~owned Canadian subsidiary has a $152,000 commercial paper p(ogram supported by a $46,000 bank credit faeiliW with a Canadian bank that is
guaranteed by tlm parent company and exp~resin March 2005. At August 29, 2004 and August 31, 2.003, no amounls were outstanding trader the Canadian
eommcrciat paper program or the bank credit faei!ity.

The Cqmpany has agreed to limit the combined mount outstanding under the U.S. and Canadian commercial paper pmgrsms to the combined mounts of the
supporting bank credit facilities, which are $346,000 at August 29, 2004, decreased to $196,000 on Hovember 9, 2004.

The Company’s wholly-owned Japanese subsidiary has a short-term $27,400 bank llne of credit that originally expired in November 20114. Subsequent to the
Comp ~any’s fiscal year end, the bank line of credit was exlendsd through 17ebmary 10, 2005. At August 29, 2004 and August 31, 2003, no amounts were
outstanding under the line of credit.

The Company’s Korean subsidiary has a short-term $10,400 bank line of credit, which expires in January 2005. At August 29, 2004, no amounts were
outstanding under the line of ~redit
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The Company’s wholly-owned United Kingdom subsidiary has a $I08,000 bank revolving credit facility expiring in February 2007 and a $63,000 bank
overdraft facility renewable on a qttarterty basis in March. At August 29, 2004, $21,595 was outstanding under the revolving credit facility with an applicable
interest rate of 5.285% and no amounts were outstanding under the bank overdraft facility_ At August 3 !, 2003, $47,421 was outstanding under the revolving
credit fa0ility with an applicable interest rate of 4.413% and no amonnts were outstanding under the bank overdraft facility.

Letters of Credit

The Company has tetter of credit faoilitiea (for commercial aad smmiby letters of credit), totaling approximately $338,000. The outstanding commitments under
these facilities at August 29, 2004 totaled approximately ~ 166,g00, including approximately $52,900 in standby letters of erediL

Shoat-Term 17orrowing~

The weighted average borrowings, maximum borrowings and weighted average interest rate under all short-term borrowing arrangements were as follows for ¯
fiseat 2004 and 2003:

Maximum Amount Average Amount Wdght~d Average
Category of Aggregaee

Outstanding OutCmnd|ng Inheres4 Ra~e
Shore-term Borrawfngs During tlm Fiscal Wear Dllrlng the Fiscal Year During llm Fiscal Year

Bank borrowings:

Other h|eialational 48,232 21,994 . 4.40

Bank borrowings:
, ~ ~ ~ ~ ~

. . ~ -

Other International 127,098 81,431 3,68

Long-term Debt

Long-term debt at August 29, 2004 and Augt~t 31, 2903 an~sisted of the following:

2~3

5 /2% S~fiorNotes duoMarch 2007 321 404 325,520

1.187% Promissory notes duo July 2008 . . 27 432 25,782

~ ~Y~ Promissory notes due April 2010
36 576 34 376

Notes payable seetwed by Irust deeds on teal estale . ~ 8 023

Less current portion 305,594 7,051
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In June 1995, the Company issued $300,000 of 7 ~/Z% Senior Notes duc June ! 5, 2005. Interest on the notes is payable semiannually on June 15 and December
i 5. "[he indentures contain certain limitations on the Company’s and certain subsidiaries" ability to create liens securing indebtedness and to enter into eartain
sale-leasebaek Iransacfions. In November 2001, the Company entered into =fixed-to-floating" interest rate swap agreements that replaced the fixed interest rate
with a floating rate indexed to LIBOR. The Company plans to repay the 7 118% Senior Notes from its cash and cash equivalent~ and short-term investments
ha!antes, which total $3,129,882 at August 29, 2004.

In March 2002, the Company issued $30,00000 of 5 ~/~% Senior Notes due March t 5, 2007. Interest is payable semi--aen~lly on Maroh 15 and September 15.
Simultaneous with the issuance of the 5 "/2% Senior Notes, the Company entered into interest rate swap agreements converting the interest to a floating rote
indexed to L[BOR. As of Augast 29, 2004, the Company was in compliance wi& all restrictive covenants.

tn October 2000, the Company’s wholly-owned Japanese subsidiary issued 2.070 ~ promissory notes in the aggregate amount of approximately $32,004,
through a private placement. Interest is payable annually and principal is due on October 23, 2007.

In Jnly 2001, the Company’s wholly-owned Japanese ~ubsidiary issued 1.I 87% promissory notes in the aggregate amount off approximately $27,432, through a
private placement. Interest is payable semi-annually and principal is due on July 9, 2008.

In Novembe~ 2002, the Company’s wholly-owned Japane~ subsidiary issued p~omissory notes be~ing interest at 0.88% in the aggregate amount of
approximately $27,432, through a private placement. Interest is payable ~emi--ennu~y and principal is due on November 7, 2009.

In April 2003, the Company’s wholly-owned Japanese subsidia~j issued promissory notes bearing interest at 0.92% in the aggregate amount of approxim~tdy
$36,576, through a private placement. Interestis payable semi’--anntral ly and principal is due on April 26, 2010.

The Company guarmatees all of the promissory notes issued by its wholly-owned Japanese subsidiary.

On August 19, 1997, the Company completed the sale of $~9,00,000 principal amount at maturity Zero Coupon Subnrdluated Notes {the "Notes") due August 19,
2017. The Notes were priced with a yidd to rna~rity of 3 /2%, resulting in gross proceeds to the Company of $449,640. The entreat Notes outslanding are
eanvertible into a maximum of 19,340,158 shares of Costeo Common Stock sha~es at aninitial eonversinn price of $22.00. Holders 0fthe Notes may require the
Company to purchase the Notes (at the diseannted is~ne price plu~ aecrued interest to date of purchase) on August 19, 2007, or 2012. The Company, at it~ option,
may redeem the Notes (at th~ diseonnted issue price plus aecraed interest to date ofradamption) any time on or after August 19, 2002. As of August 29, 2004,
$48,352 in prindpal amount 0fthe Zero Coupon Notes had been converted by note holders to shar~ of Casteo Common Stock.

In February 1996, the Company filed with the Securities and Exchange Commission a shelf registration statement for $500,000 of senior debt seemilies. On
October 23, 2001, .an additional $100,000 in debt securities was regism’ed, bringing the total amount of debt ~egi~ered under the daelf r~gistratian to
The $300,000 of 5 ’/z% Senior Notes issued in March 2002 reduced the amount of registered securities available for future isstranee to $300,000.

At August 29, 2004, the fair value of the 7 ~/~% Senior Notes, and the 5 ~2 ~ Senior Notes, based on market quote~, was approximately $311,250 and $316,950,
respectively. The Senior Notes are not redeemable prior to
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maturity. The fair value of the 3 ~/2% Zero Coupon Subordinated Notes at August 29, 2004, based on market quotes, was approximately $822,607. The fair value
of other tong-term debt approximatca carrying vatue.

Maturities of long-tarm debt during the next five 5seal years and thereafter a~ as follows:

2006 879

There.after 608,645

Note 4~Leases

The Company leases land and/or warehouse baildings at 91 or" the 417 warehouses open at August 29, 2004, and certain other office and dicta’button facilities
under operating leases with remaining terms ranging from I to 44 years. These le~ases generally contain one or more of the following options whloh the Company
~an exer~ise at the cad of the initia! lease tcnn: (a) renown! of the lease for a de fined number o f years at the then fair market rental rat~; Co) purchase of the
property at the then fak market vahe; or (o) right of first refusal in the event era third patty purchase offer. Certain leases provido for periodic ~ntal increases
based on the price indices and some of the leases provide gor rents based on the greater of minimttm guaranteed amouats or sales volttme. Contingent rents have
not b~n material. The Company aeoounts for its Ioas~ with step-rent pro,Asions on a straight-line basis over the original term of the leaseo

Additionally, the Company leas~ certain equipment and fixtures under short-term operating less~ that permit the Company to either renew for a series of
one-year terms or to purchase the equipment at the titan fair market

Aggregate rental expense for final 2004, 2003, and 2002, wa~ $95,800, $M,146, and $69,894, tespeotively. Future minimum paymeats, net of sub-lease income
of $148,339, during the next five fiscal years and thereaRer under noa--~aneelable leases with terms in excess of one year, at August 29, 2004, were as follows:

2006 " - 109,305

2008....... ~. ~ ~ __ ~ ~ _~ .~ ~ 98611

~o~ff~r 1,061,027

COSTCO 009736

TX568-048



Table of Contents
COSTCO WHOLESALE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data) (Continued)

.............. -Note 5~,Stoek Options

The Company’s t993 Combined Stock Grant and Stuck Option Plan (the"1993 plan") provided for theisstnmce of up to 60 million shares of its common stock
upon the exercise of stock options and up to.%333,332 shares through stock grants. During fiscal 2002 the 2002 Stock Incentive Plan (the "2002 plan") was
adopted following shardaolder approval. The 2002 plan authorized 30 mi!lion shares of common stock for issuance, subject to adjustment For future grants, the
2002 plan replaces the 1993 plan and the 1993 pIaa has been amanded to provida that no more options or stool< grants may be issued under such plan. Any shares
under the 1993 plan that remain available for future option grants (and any additional shares that subsequently become available through cancellation of
unexercised options outstanding) will be added to the number of shares avaihble for grant under the 2002 plan. The 2002 plan authorizes the Company to grant
stock epfions to eligible employees, directors mad consultants, Options granted under these plans have a ten-year term and generally have a vesting period of five
years. At August 29, 2004, options fur approximately 27.5 million shares were vested and 11.7 million shares were available for future grants under the plan.

In fiscal 2004, 2003 and 2002 the Company recognized stock compensation costs of $36,508, $12,069.and $0, respectively. The effects of applying SFAS No.
123 were substantially less in fiscal 2003 than the effects on net income and earnings per share in fiscal 2004 and expected in future periods because this was the
initia! year of adoption. Fiscal 2004 reflec~ compensation expen~ from options granted in that year, as well as centin~ing r~eogaifion of ext~nse associated with
options issued in prior years as they vest. Shares granted in fiscal 2004 and 2003 totaled 7,780,924 and 8,479,550 shares, respeotivcly, with the majority of these
shares being granted in the middle of the fiscal third qaa~f for both fiscal y¢ats.

Total stock compensation costs on a pr6-tax basis that would have been ~ecorded had SFAS No. 123 b~en adopted as of its initial effective date would have
totaled $92,679, $112,863 and $123,159 in fiscal 2004, 2003 and 2002, respeelively.

The fair value of each option grant is estimated on the date of grant using the Blaek-Soholes option-pricing model with the following weighted average .
assttmptions used for grants in 2004, 2003 and2002:

20~4      2~03

~_x.p.eoted life ’ .6.~ears 6 yeats 5 years

Expected dividend yield . 1.04% 0% 0%

Stock option transactions relating to the aggregate of the 1993 and 2002 plans are summarized below (shares in thousands):

(1)

(2)

8hares Price(l) Shares Pric~l) Shar~ l~rlee(D

Granted(2) 7 781 37.19 8 480 30.47 7 641 38.10

Cancelled (884) 36.27 (497) 37.14 (687) 37.12

Weighted-average exercise price/grant price.

The weighted-average fair value based on the Blaok-Seholes model of options granted duringtisea12004, 2003 and 2002, were $16.01, $ i4.84 and
$17.83, respectively.
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Note 5~Stock Options (Continued)

The following table summarize~ information regarding stock options outstanding at August 29, 2004 (number of options in thousands):

Op~i0.~ Out~tonding Options Elercbable

Range of Prices

Remaining
Contract~a!

Number Life(l) Prlce(1) Number Pric~I)

$33_~4-$3735 ~ ~ 20,878 ~.05 36.10 " t~,13~ 35.87

(1) Weighted-average.

At August 31, 2003 and September 1, 2~02, there were 25,147 and 19,843 options exercisable at weighted average exercise pdce~ of $29.02 and $25.40,
respectively.

Note 6---Relirement Plans

The Company has a 40 l(k) Retirement Plan that is available to all U.S. emplo~ee~ who have completed 90 days of employment. For all U.S. employees, with the
exception of California union cmployce~, the plan allo~vs pre-tax deferral against which the Company matches 50% of th~ fir.st on~ thousand dollars of employee
contributions. In addition, the Company will provide each eligible paxtloipan~ a contrbntion based on salary and years of service.

Cafifomia ~nion employees pa~ivipate in a defraed benefit plan sponsored by their eniono The Company makes cantn~bufions based upon its union agreement.
For a~l the California union employees, th~ Coinpany sponsored 40 l(k) plan eurranfly allow~ pre-ta~ defen~I asainst which th~ Company matches 50% of the
first five hundred dolt~rs of emptoy~ contributions. In addition, the Company will provide eac~h eligibl~ participant a contribution bar~ed on h~urs worked and
years of service. Th¢ Company has a defined contn’bufion plan for Caaadian and United Kingdom employees and centn’butes a percentage ofeaoh employee’s
salary.

Amounta expefised under these plans were ~;169.664. $I49,392 and $127,189 for fiscal 2004. 2003 and 2002, respectively. The C~mpany has defined
conm’butien 401 (k) and retirement plans only, and thus ha~ no liability for post-retirement benefit obligations under the SFAS ~No. 106 "Employer’s Accounting
for Post-retirement Benefits Other than pensions."
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T~¢ provisions for income taxes for fis0a12004, 2003 and 2002 are as follows:

2004 2003

Curr~nt $ 257,092 $295,323 $331,455

Cmr~nt 53,608 58339      48,256

Current                   ~               ~                       17t,006      9,634      46,197

For fiscal 2004 the annual effeotive tax rate remained constant throughout lhe y~ar at 37%. ~n the fourth quarter of fiscal 2003 and 2002 the Company adjust~
th~ annual eff~tive lax rate used in oaloulafing the lax provision from 38-5% to 37.75%, and from 40.0% to 38.5%, rcspec, tively, ~¢sulling in Ihe r~duction in the
income tax provisipn in I~v fourth quarter of $5,873 and $11,315, resp~tivety.

Ree, on~ilintion between the statutory tax rate aad the effeofiw rate for fisoa! 2004, 2003 and 2002 is as follows:

2004 2003 2002

Slate taxes, net 48,157 3.44 37,875 32,7 34,145 3.00

Other (14,415) (L03) (5,628) (0.49) 2,960 0.26
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The components of the deferred tax assets and liabilities are as follows:

August August
29, 3L

2004 2003

D e ferr ed rnemb e ~__hi_’.~ fue~ 29,805 141,005

Merchandise inventories 74,100 64,701

The deferred tax accounts at August 29, 2004 and August 31, 2003 include currant deferred income tax assets of $116,291 and $213,939, respectively;
non-curt’eat deferred ineoua~ tax assets of $6,755 and $14,316, respectively; cuffent deferred income tax liabilities of $0 and $74,002, respectively; and
non-current deferred incume tax liabilities of $200,137 and $182,749, respecfive.ly.

The Company has not provided for U.S. deferred taxes on’cumulative undistn’buted earnings of non-O.S, affiliates aggregating approximately $857,963 at
August 29, 2004, as such earnings have been reinvested for the foreseeable future. Because of the a~,ailability .oflI.S. foreign lax credits, it is not pmetiesble to
determine the U.S. federal income lax fiability or benefit ~ssueiated with such earnings if such earnings were not reinvested for the foreseeable future.

Note g--Commitments and Conlingeneies

l egaI P~oceeding, s

The Company is involved from time to time in shims, procesdings and litigation arising from its business and propeay ownexship. The Company is a defendant
in two actions purportedly brought as class actions on behalf of certain present and former Costeo managers in California, in which plaintiffs allege that they
have not been properly compermated for overtime work. The Company is also a defendant in an overtime compensation case purportedly brought an a class: action
on behalf of present and former hourly employees in Califomla, in which plaintiffs allege that Costeo’s semi-aouual bonus formula is improper with regard, to
rel~oaefive overtime pay. Claims in these three aclions are ma~ ~nder various provisions of the California Labor Code and the California Business and
Ptoft~sions Code. Plaintiffs seek restltation/di~go~gement, compensatory damages, various statutory pcuaLiiee, liquidated damages, punitive, treble and
exemplary damages, and attorneys’ fees. The Company aide is a defendant in an action purportedly b~nght as a class action on behalf of eeaain present and
former female managers, in which plaintiffs allege denial of promotion based on gender in violation of Title VII of the Civil Rights Act of 1964. Plaintiffs seek
compensatory damages, exemplar, and punitive damages, injunctive relief, and attorneys" fees. In none of these four cases has the Court been aslre.d yet to
determine whether the action should proe~d as a cla~ action or, if so, the definition of the class. The Company ~ to vigorously defend these aelions and
does not believe that any claim, proceeding or litigation,.either alone or in the aggregate, will have a material adverse effect on the Company’s financiai position
or results of its operations.
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N~te 9-==-Segnrent Rep~r ring .......

The Company and its subsidiaries are principally engaged in the operation of merabership warehouses in the United States, Canhda. Japan and the United
Kingdom and through majority owned subsidiaries in Taiwan and Korea and through a 50%-owned joint venture in Mexico. The Corapany’s repormbt~
sogments are based on management responsibility and exclude the Mexico joint-venture, as it is accounted for under the equity method and its operatiora ar~ not
consolidated in the Company’s financial statemont~

Other
Uniled S~ates Canadian lntemafiona|

Olmraflons Operations Operations Total

Totalrevanue ~ .~ , ~ $ 39,427,622 $ 6,042~804 $ 2,636,566 $ 48,106992

Depreciation and am~n~ ....... 36~.~32 40,220 36 069 440 721

Long llvgd ass~ks ~5,853,103~ 675,871 ~. 734 7~ 7~63 697

N~t ~se~ 5,888,495 928,937 g07,378 7,624,810

Total revenue , ¯ - $ 35,119,039 $ 5~237~023 $ ~2~189,490 $ 42 545,552

D_~l?reoiation and amortization " 323,850 33~732 33 720 391,302

Lon~ lived assets " 5,705,675 6.1_2_z.~7 64t,686 6960,008

Net assets 5,141,056 783,521 630,403 6,554,980

Totalr~venue $ 323.10812 $ 4750 173 $ 1 701,514. $ 38762499

D~pr~i~on ~d ~o~fion 281,812 33,477 26 4~ 341 781

Long fiv~ ~se~ .       5,387,772 514,8~ 620,~3 6~23,619

Net ~se~ 4,485,487 617,731 591,019 5,694,237

The a~coangag polioies of the segments axe the same as those de.sen’bed in Note 1. Al! inter-s~gment to~al revmue and expenses arc iranmterial and haw
eliminated in computing total r~venue and operating income.
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COSTCO WHOLESALE CORPORATION

QUARTERLY STATEMENTS OF INCOI~E (UNAUDITED)
(dollars in thousands, except per share data)

............ N~t~- lO~Quarterly ~inancial Data-(Unaudited) ..........................................................................

-The two tables that follow roflcot the unaudited quarterIy results of opemfiom for fiscal 2004 and 2003.

52 Weeks Ended August 29, 2004

First Second Third l~onrtlt
Quarter Quarter Quarter Quarter Total

12 Weeks 12 Weeks 12 Weeks 16 Weel~ 52 Weeks

10,309,822 $11,330.214 $ !0 672 737 $14 832 939 $ 47 145 712

OPERATING EXPENSES "

Sellin~ general and administrative 1,032,413 1,084,605 1 050 728 1,430, [31 4,597 877

Provision for impaired ~ssct~ and closing costs, net 4,000 3,000 (8,500) 2,500 1,000

OTHER~~INCOME     ENSE) ~ ~

Interest income and othe~ 7,903 13,072 t4,188 16,464 51,627

Provision for itmome taxes 94,071 133,195 116,673 174,292 518,231

Basic $ 0.35 $ 0.49 $ 0.43 $ 0.64 $ t.92

~ic ~ ~ 457,~2 ~ 458~g
~ 459,074 ~1~68 459~23

l%d~l ~ ~ $ --    $ -- $ O.lO $ 0.10 $ 0.20
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QUARTERLY STATEMENTS OF INCOME (UNAUDITED)
(dollars in thousands, except per share data)

Note 10=-Quarterly Financial-Data ff3naudited)-(Continued)

52: Weeks Ended August 31, 2D~3

Firs~ Second Third ~’eurth
Quarter Quarter Quarter Quarter Total
12 Weeks 12 Weeks I2 Weeks 16 Weeks 52 Weeks

Net sal~ $ 9,010,571 $ 9 920 324 $ 9 3~ 959 $13 416 M5 $ 41 692 699

OPERATING EXPENSES

S~||ing, genela] and administrative 888,779 967,051 923.309 1.31g,259 4,097,398

Provision for impaked assets and closing costs, net 5,000 4,500 6,000 4,0{D 19,500

OTHZn INCOME
interest inenm~ and other 7.634 8,983 9,179 12,729 38,525

Provision for income taxes 91,229 113,975 96,270 135,759 437,233

~8asic $ .32    $ .40 $ .34    $ .52    $ t .58

Basi~ 455 570 455 927 456 370 457~187 456 335

Note ll--Subsequent E~’ent

Subsequent to year end the Company experienced some business int~a, uption in its Florida locations due to hurfican~ damage. With the exceptlon of one
warehouse, which has bc~n closed since September 25, 2~04 and is expected to |~Op¢ll by November 22, 2004, all other warehouses incurred only minor damage
and minimal disruption to their operations. Overall, th~ Company expects to incur losses in the range of $5,000 to $7,000 net of insurance recoveries.
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Th~ following exhibits are filed as part of this Amaual Report on Form l 0-K or are incorporated herein by reference. Where an exhibit is incorporated by
reference, the number that follows the deseriplion of the exhibit indicates the document to which cross-reference is made. See the end of this exhibi! index for a
listing of ¢ross~refereree documents,

Exhibit
N~. Description

2.1.1 Amended and Restated Agreement of Tramfer and Plan of Exchange dated as of November 14, 1994 by and between PricdCostco, Ire. and Price
Enterprises, Inc. (1)

2.1.2 Agreement Concerning Transfer of Ceflain Assets between and among Pdce/Costoo, Inc., Price Enterprises, Ire, The Price Company, Price Costeo
International, Inc., Costco Wholesale Corporation, Price Global Trading, L.L.C., PGT, Inc., Price Quest, L.L.C, and PQI, Inc., dated as of November
21, 1996, with an effective date of May 28, I997 (2)

2.1.3 Amendment No. 1 to Agreement Concerning Transfer 0fCertain Assets dated May 29, 1997 (2)
3,1 Amended and R~stated Articles of Incorporation of Costco Wholesale Corporalion (3)
3.2 Bylaws of Costen Wholesale Corporation (4)
4. The registrant will furnish upon request copies of all isstnane~ts defining the rights of holders of long-term debt instn~ments of registrant and its

consolidated subsidiaries
10.1.1 Costco Companies, Inc. 1993 Combined Stock Orant and Stock Option Plan (5)
10.1.2 Amendments to Strek Optinn Plan, 1995 (6)
10.1.3 Amendments to Stock Option Plan~ 1997 (7)
10.1A Amendments to Stock Option Plan, 2O00 (4)
10.1.5 Amondment~ to ~teck Option Plan, 2002
10.1.6 Costce Wholesale Corporation 2002 Stock Incentive Plan (8)
10.2 Form of Indemnification Agreement (9)
t 0.4 Restated Corporate Joint Venture Agreement b~tween The Price Company, Price Venture Mexico and Controladora Comeroial Mexieana S.A. de

C.V. dated March 1995 (10)
10.5.3 A $250 million Short-Term Revolving Cr~lit Agreement among Costco Wholesale Corporation and a group of ten banks, dated November 15, 2000

(11)
10.5.4 A $250 million Extended Revolving Credit Agreement among Costoo Whole.sale Corporation and a gvou~ of ten banks dated November 15, 2000 ( H )
10.6.1 Executive Employment-Agreement between James D. Sinegal and Costen Wholesale Corporation
10.7 Revolving Credit Agreement between Costeo Wholesale Canada Ltd and Royal Bank of Canada, dated

March 24, 2003 (12)
:21.1 Subsidiaries of the Company
23.1 Consent of Independent Registered Public Aeco~mling Firm
31.1 C¢~fication Pursuant to Section 302 of the Sa~banes-Oxley Act of 2002
31.2 C~rtifieation Pursuant to Section 302 of the Sa~banes-Oxley Act of 2002
32.1 Cerfiticatinn Pursuant to Section 906 of the Sarbanes--Oxley Act 6f2002
32.2 Certification Pursuant to Section 906 of the Satbanes-Oxley Act of 2002

I. Incorporated by reference to the exh~its filed as part of the Annual Repeal on Form 10-K of Price/Costeo, Inc. for the fiscal year ended August 28,1994

2. Incorporated by reference to the exhibils filed as part of the Annual Report on Form IO-K of Costco Companies, l~e. for the fisealyear endedAugust 31,
1997.

3. Incorporated by reference to the exhibits file~l as part of the Current Repoa on Form 8-K filed by C0stco Wholesale Corporafian on A~tgast 30, 1999.

4. Incerporated by reference to the exhibits filed as part of the Annual Reporl on Form 10-K of Costco Wholesale Corporation for the fiscal year ended
September 3, 2000.
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5. Incorporated by reference to the exhibits flied as part of the Registration Statement on Form S-4 of Price!C0steo, Inc. (File No. 33-50359) dated
September 22, 1993.

6. Incorporated by referenoe to the exhlbi~s filed a~ part ef the Annual Report on Form 10-K of Price/Costco, Inc. for the fiscal year end~l ~ep~ember 31
t995.

7. Incorporated by reference to the exhibits filed as part of the Annual Report on Form 10-K of Costeo Companies, Inc. for the fiseaI yeax ended August 30,
1998.

8. Incorporated by reference to the exhibits fried as part of the Registration Statement of Co,tea Wholesale Corporation on Form S-g (File No. 333-82782)
dated February t4, 2002.

Incorporated by reference to Annex A to Schedule 14A of Costeo Wholesale Corporation filed December 13, 1999.

10, Incorporated by reference to the egh~iis filed as part of the Annual t~¢port on Form 10-K.ofPrlce/Costco, Inc. for the fiscal year ended September 1,
1996.

11. Incorporated by reference to th¢ exlfibits filed as part of the Annual Report on Form IO-K of Costce Wholesale Corporation for the fiscal year ended
September 2, 2001.

12. Incorporated by reference to exhibits filed as part of the Quarterly Report on Form 10-Q of Costen Wholesale Corporation for the fiscal third quarter
ended May 11, 2003.
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As of Auuast 30, 2004

1ira Siaegal
999 Lake Drive
lssaquah, WA 98027

Dear Jim: "

This letter agr~ment centimes the terms of your employment with Costeo Wholesale Corporation (the "Company"):.

l. Employment. The Comtrany employs you as its President and Chief Executive Officer.

Exhibit 10.6.1

2. Employment Term. The ternm of this letter agreement cov~ one year, beginning August 30. 2004, and coinciding with the Company’s fist~ year 2005,
unless otherwise terminated as provided below. The parties may renew this letter agreement from year-to-year upon agreement.

3. Salary and Benefits.

(a) ’ You will receive a base salary of $350,000 for fiscalyear 2005. The base salary will be paid to you in accordance with the Company’s standard
payroll prantiees.

(b) . You will be eligible for a bonus of up to $200,000. The amcunt of any bonus will be determined by the Board of Directom or the Compensation
Conmfittee, and will be paid to you in accordan~ with the Company’s standard pmcfiee~.

(¢) Yon w~ be eligible for a stock option gr, mt nndcr the Company’s stock option plan. The Board of Directors or the Compensation Committee will
dotemaine the amount of any grant.

(d) AII pa2rments to you will be subject to withholding for taxes and other applicable withholding requirements.

(e) You will be eligible to participltm in the Company’s employee benefit programs, in accordance with the tel’ms and qonditions of thos~ programs.

.Temainatton. The Company will have the right to terminate your employment at any time for "eanse," as determined under applieable law and policies of
the Company. You may terminate your employment at any time upon not leas than sixty (60) day~ prior written notice..

Mi~cellaneotm. Tlain letter agreement represent~ otw �omplete agreement on these aubjeets. We can only amend Ibis letter n~reement by Mgaing n written
amendment. This letter will be governed by Washington law in all reapeets.

If you agree with the terrag cantained in thig letter, please aign the enclosed copy of this letter and return it to me.

Sincerely,

Compensation Committee,
Board of Directors,
Co, ten Whole.sale Covporatian

Acknowledged and agreed:

By: Is/ T°m" y~m

Hamtlt~n E. James
Director

By:
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Dated: September 24, 2004
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COSTCO WHOLESALE CORPORATION
SUBSIDIARIES

Exhibit 21.1

l~ame under Which
State or Other J’urlsd|�~deu of Subs|d|~’~y Does

Subs~cliarles .........................................liteorp0ra~io~ or Orgaalzatt0ii ..... ....................... Bu~ness ...............

Price Costco Canada Holdings Inc. Canadian Federal Price Costco Canada Holdings Inc.

Costco Wholesale Membershil~, In~. Califomi~
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Exhibit 23.1

Consent Of Independent Registered Public Accounting Firm

Th~ Board of Directors
Costco Wholesale Corporation:

We consent to ~o~rpomt~n..by reference ~_@e re~ _h~_fi.o. n s~tamen~ ~os. 33-57585, 333-21093, 333-82782) on Fo~ S-8 ~d
~6s. 333~i 127, 333~40~9, 33~72[-~) o~F~ S~’~ ~osi~ ~ol~al~ Co~fion o~~-~~ff-~d ~0~r 22~2~i~kbihe con~0]~ted
~ shve~ of Costco ~ol~ale Co~tlon ~d subsi~ ~ of Aunt 29, 2004 ~d Aunt 31,2003, ~d ~e ~la~d ~oli~t~ s~n~ of income,
st~olde~’ ~uiW ~ e~prehensive ~, ~d c~h fl~s for ~e 52 wc~ ~ded Au~st 29, 20~, Au~st 31, 2~3, ~ Septemb~ 1, 2~2 w~ch ~o~
is in~o~d by refer~ ~ th~ Au~st 29, 2~ ~I R~ on Fo~ 1 ~K of Cost~ ~o1~ Co~mfion.

Our report refer~ to the Corapany’s ehartge in method of accounting for cash consideration received from a vendor to conform to the requirements of Emerging
Issues Task Force No. 03-1 O, effective Febrt~a~ 16, 2004 and Issue No. 02-16, effective during the year ended August 31, 2003, and the Company’s adoption of
rite fair value method of recording stack-based eompens~tiun expense in aecordanee with Statement of Financial Accotmting Standards No. 123, effective
September 2, 2002.

iS/KPMG LLP

Seattle, Washington
November 11, 2004
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CERTIFICATIONS

I, James D. Sinegal, certify that:

....... !) .... I l~x¢ reviewed ~,~_r~_ual ._r~._ .~rt o&.F.o~ 10"-K of Castco ~’holes~le_ Corpg~i0n; ..........................................

Exhibit 31.1

¯ 2) Based on my knowledge, this aanua~ report does not centain any unWae statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the cirenn-~tanees ander which such statements were made, not misleading with re~pect to the period covered by this annual
repoa;

3). Based ota my knowledge, the financial statemenls, and other financial information inctuded in this annual report, fairly present in all material respects the
financial condition, resu!ts of operations and c~sh flows of the registrant as o4 and for, the periods presented in this armual report;

4) The registrant’s other certifying officer and I are responsible for estaMisblng and maintaining disclosure eontrol~ and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and intem~[ control over tinaneial reporting {as defined in Exchange Act Pules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed anoh disclosure oontrols and p~oeedures, or caused such disclosure controls and procedures to be designed under our supervision, to.ensore
that material information relating to the registrant, including its ~onsolidated stabsidiaries, is made known to us by others wilhin those entities,
partienlarly during the period Jn which this report is being prepared;

b) Designed such internal contro~ over financial reporting, or caused such internal cantmt over financial reporting to bo designed under our
supervision, to pro~de reasonable ~en regarding the reliability of finsueial ~epo~dng and the preparation of financial statements for external
purposes in accordance with generally accepted aeeounling principles;

e) Evaluated the effectiveness of the registrant’~ disclosure controls a~d procedures and presented in this report our conelusiom about the effectiveness
of the disclosure controls and proced~re~, as of the end of the period covered by this report based on such evaluation; and

d) - Disclosed in this report any change ia the rogistt~t’~ internal control over finandal reporting that occurred during the regisl~ant’s fiscal 2004 fom’th
quartor that ha~ materially nffeetad, or is reasonably l~ely to materially affect, the registrant’z internal control over financial reporting; and

5) The regisl~ant’n other certifying off~cer and I have disclosed, based on our most recent evdaatio~ of internal eoatro] over financial reporting, to the
registrant’s auditors and the audit c.ommitte~ ofregistnmt’s board of directors:

a) All signifieanl deficiencies and material weaknesses in the design or opomlion of internal control over fimneial repoaing wlaieh are reasonably .
likely to adversely affect the registrant’s ability t~ record, process, summarize and report financial infonmtian; and

b) Any fraud, whether or not material, that hwolves management or other employees who have a significant role in the registrant’s internal co~trols
over financial reporting.

November 12, 2004

/s/ JAMES D. sINEGAL

James D. Sinegal
President, Chief Executive Officer
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CERTIFICATIONS

I, Richard A. Galanti, certify that:

have reviewed this annual report on Form 10-K of Costco Wholesale Corporation.    . ...............................

Exhibit 31.2

2) Based on my knowledge, this aunual report does not contain any untrue statement of a material fast or omit to state a mateMai fact nceessury to make th,
statements made, in light of the ciremstaness under which such statements were made, not misleading with respect to the l~od covered by this annual
report;

3) Based on my knowledg¢, the financial statements, mid other financial information included in this annual report, fairly pre.sont in all material x’espects the
financial condition, results of operations and cash flows of the r~gistrant as of~ and for. the periods presented in this annual report;

4) Tim registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (a~ defined in Exchange
Act Rules 13a-15(~) and [Sd-15(e)) and internal control over financial reporting (as d~fined in Exchange Act Rules 13a-15(f) and 15d-15(0) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and prccedure~ to be deaig~ed under our supervision, to enanr¢
that material in:formation ~clatiag to the registrar, including its �onsulidated subsidiaries, is made known to us by others within thus~ entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reportog and the preparation of financial statemems for external
purposes in accordance with ganerally accepted accounting principles;

c) Evaluated the effectiveness of the registtant’s disclosure controls and procedures and presented in this report our conclusions about the effectivetles$
of the disclosuxe controls and proceduros, as of the end og the period covered by this report based on such evaluation; and

d) D~selosed in this r~port any change in the rogistrant’s internal control over finauniai’reporting that occurred dtlring the registrant’s fiscal 201}4 fourth
quarter that has materially affected, or is reasonably likdy to materially affect, the regisWant’s internal control over financial reporting and

5) The registranes other certifying officer and I have disolesed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee ofregistrant’s boa~d of directors:

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect tim registrsnt’s ability to record, pr0ces~, summarize and repoR financial information; a~d

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the rogistrant’s internal controls
over financial reporting.

November 12, 2004

/s! R.~c~A~n A. GAt~n’n

Richard A. Galanti
Executive Vice President, Chief Financial Officer
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ExMbR 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SEC’~ON 906 OF THE SARBANES-OXLE¥ ACT OF 2002

J In connection with the Ann~at Report of Co~tco Whole.Iv Corporation (the "ComEa..w~ on Form I0-K for the year ending August. 29, 2004 as fi[~c[ with th~
................. ~,~ia~s ~ ~x~h~g~ Comm£~n- on t~~ ~ ~�~t (~~R~poh")~ ~i ~-~&~.~~nc~i~Cat~w Om~r ~f th~ Comp~, ~6S~~r~afii G i ~ ................

U.S.C. § !350, as adopt~dputsuant to § 90~ of tlae 8arban~s-Oxley Act of 2002, that:

(1) Th~ Report fully ¢omplio~ with th~ requilem0nts of section 13(a) or 15(d) of th~ Securities Exchange Act of 1934; and

(2) The informalion contained in th~ Report fairly presents, in all material respe~s, the financial condition and resets ofoperalions of the Company.

~/IAmva D. $~zo~a~

President, CMefExeeutive Officer
Date: November 12, 2004
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C..SECTION I350,

AS ADOPTED PURSUANT TO
SECTION 906 OFTHE SARBAN~S-OXLEY ACT OF 2002

~._. In connection with th~Ammv2Retxat.ofCostco 3~!ho[esala.Cc~e~afinn.(thv ?Company") ca Form 1.0~K for.the.year..¢adingAugust.29. 2004.a~.filed.~Mth.the.
Seourifiea and Exchange Commission on the date hereof (the ~Report"), I, Richard A. G-alanfi, Chief Financial Officer of the Compamy, certify, pursmmt to 18
U.S.C. § 1350, as adopted pursuant to ~ 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report f~ily compli~ with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of" 1934; and

(2) The information contained in the Keport fairly presents, in all material rejects, the financial condition and results of operations of the Company.

Executive Vice President, Chief Financial Officer
Date: November 12, 2004
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